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May  29,  1936 


To  the  Regional  Coordinating  Committees: 

On  August  30,  1934  I  submitted  to  you  two  reports, 
prepared  by  Mr.  J.  A.  Little,  of  my  research  staff,  dealing 
with  the  operation  of  rail road- owned  terminal  grain  elevators 
The  reports  reached  the  conclusion  that  If  the  rail road- owned 
elevators  at  each  terminal  market  were  pooled  for  operation, 
large  economies  would  result: 

(a)  In  the  cost  of  elevator  operation. 

(b)  Through  the  elimination  of  unnecessary 

switching  and  cross  hauls. 

The  conclusion  was  also  reached  that  the  revenues  accruing 
to  the  railroads  from  these  elevators  would  be  Increased. 

The  reports  contained  further  suggestions  that  both 
the  railroads  and  the  grain  Industry  would  benefit.  If  the 
pooled  elevators  were  operated  by  the  railroads  on  a  public 
warehouse  basis,  as  Is  now  the  practice  at  the  Atlantic  Sea- 
board. 

At  the  time  that  they  were  sent  to  you,  the  reports 
were  made  public,  with  the  result  that  the  lessees  of  these 
railroad-owned  grain  elevators  asked  for  an  opportunity  to 
submit  comments  and  criticisms.   I  was  glad  to  give  them  such 
an  opportunity,  and  In  due  course  their  comments  and  criti- 
cisms were  received.  Subsequently  you  sent  me,  with  your 
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approval,  a  report  by  a  special  railroad  committee  which, 
after  study,  had  reached  conclusions  aaverse  to  the  recommen- 
dations in  Mr.  Little's  reports. 

Mr.  Little,  with  the  help  of  other  members  of  my  staff 
euid  of  bureaus  of  the  Interstate  Commerce  Commission,  has  p;one 
very  thoroughly  into  the  criticisms  of  his  reports  which  were 
submitted  by  the  elevator  lessees  and  the  railroad  committee. 
The  analysis  required  some  considerable  time,  because  of  the 
stress  laid  in  the  criticisms  on  the  Inadequacy  of  the  valua- 
tion and  accounting  data  presented  in  the  reports.  When  the 
reports  were  made  public,  it  was  realized  that  from  a  techni- 
cal court-of-law  standpoint  the  data  were  inadequate,  but  it 
was  felt  that  with  all  their  technical  deficiencies  they  left 
no  doubt  that  the  terms  on  which  many  of  the  railroad-owned 
elevators  had  been  leased  were  insufficient,  improvident,  and 
designed  for  the  ulterior  purpose  of  buying  traffic.  This  con- 
clusion has  now  been  verified  by  checks  made  by  the  Bureau  of 
Valuation  and.  Accounts  of  the  Commission,  which  remove  the 
basis  for  the  technical  criticisms. 

I  now  submit  to  you  Mr.  Little's  supplemental  report, 
which  presents  the  results  of  the  further  studies  made  after 
receipt  of  the  criticisms  of  his  original  reports.   The  con- 
clusions, which  I  endorse,  remain  unchanged,  except  that  it 
is  pointed  out  that  the  Federal  Trade  Commission  is  now  engaged 
in  an  investigation  of  grain  marketing  practices  with  special 
reference  to  the  grain  warehousing  problem,  and  that  its  forth- 
coming report  may  be  expected  to  deal  comprehensively  with 
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these  matters.  The  comprehensive  treatment  of  the  entire 
grain  marketing  situation  which  that  report  will  contain  may 
point  the  way  to  some  modification  of  Mr.  Little's  recommen- 
dations. 

This  grain  elevator  situation  is  a  typical  product  of 
railroad  competition,  when  left  to  its  own  devices.   It  is  a 
survival  of  the  old  rebating  days.   The  elevators  have  been 
leased  on  inadequate  terms  to  large  concerns  with  a  view  to 
attracting  or  holding  grain  traffic  to  the  lines  of  the  owning 
railroads.   If  this  practice  were  confined  to  a  single  rail- 
road, or  to  a  few  out  of  many,  it  might  be  of  competitive  ben- 
efit; but  when  it  becomes  a  general  practice,  it  also  becomes 
a  general  burden,  without  benefit  to  any  railroad.  Moreover, 
the  privileges  thus  granted  to  the  lessee  operators  of  the 
elevators  create  an  unwholesome  situation  in  the  grain  markets 
which  works  to  the  disadvantage  of  the  grain  producers,  as  Mr. 
Little  clearly  shows  in  his  reports.  Rebates  and  like  special 
railroad  privileges  always  benefit  the  strong  at  the  expense 
of  the  weak. 

If  the  railroads  concerned  are  able  to  cooperate  with 
each  other  in  a  sound  collective  undertaking,  they  have  an 
opportunity  here  to  clean  up  a  situation  which  is  now  burden- 
some to  them,  in  a  manner  which  will  cut  their  expenses  and 
add  to  their  revenues  emd  at  the  same  time  correct  unwholesome 
and  unhealthy  grain-market  conditions  to  the  material  advan- 
tage of  the  grain  producers.  Whether  or  not  I  shall,  in  the 
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capacity  of  Federal  Coordinator  of  Transportation,  be  able  to 
follow  this  matter  up  is  uncertain.   However,  it  is  a  matter 
peculiarly  within  the  provinces  and  purposes  of  the  Associa- 
tion of  American  Railroads,  and  which  that  Association  ought 
to  be  able  to  remedy. 

In  view  of  the  evidence  contained  in  Mr.  Little's  re- 
ports, indicating  that  present  practices  with  respect  to  these 
railroad-owned  grain  elevators  result  in  violations  of  Sec- 
tions 2,  3,  €Uid  6  of  the  Interstate  Commerce  Act,  and  probably 
of  the  Elkins  Act  as  well,  I  shall  also  bring  these  reports  to 
the  attention  of  the  Interstate  Commerce  Commission.   In  this 
connection,  it  may  be  well  to  point  out,  what  perhaps  is  not 
as  clearly  stated  in  these  reports  as  it  should  be,  that  the 
evidence  does  not  indicate  that  the  unfavorable  financial  re- 
sults of  the  leases  to  the  owning  railroads  have  been  confined 
to  the  depression  period.  They  were  equally  manifest  in  the 
prior  period  of  prosperity. 

Federal  Coordinator  of  Transportation 
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SUPPLEMENTAL  R2PCRT  TO  THE 
FEDERAL  COORDINATOR  OF  TRANSPORTATION 
IN  THE  !^TTER  OF 
LEASING  OF  Pu^ILROAD- OWNED  TERIHNAL  GRAIN  ELEVATORS 


f-t 


I 


3.y  our  original  questionnaire  we  tried  to  ascertain 
whetner  tne  practice  of  leasing  railroad- o\'7ned  terminal  grain 
elevators  to  private  operators  thereof  yielded  adequate  re- 
turns to  the  carrier  owners  and,  if  not,  ^^^hether  such  leas- 
ing practices  mi^-ht  be  modified  or  be  suoerseded  by  an  en- 
tirely different  method  of  operation  for  the  T)ur-oose  of 
seouj^ing  more  adequate  railroad  revenue  and  tne  maximum  pos- 
sible public  service  from  these  common  carrier  facilities. 
In  analyzing  such  facts  as  have  be^n  made  available  '-^e  have 

tried  to  determine  ^vhether  the  exijsting  Dractices  are  lawful 

/ 

under  che  standards  of  the  Interstate  Commerce  Act  and  the 

Elkins  Law  and  in  harmony  vitn  the  provisions  of  the  Emer- 
gency Railroad  Transportation  Act,  1953. 

In  preparing  our  original  questionnaire  it  did  not 
seem  necessary  to  ascertain  the  exact  facts  as  to  the  elements 
of  value  recited  by  the  Supreme  Court  of  the  United  States  in 
Smyth  V.  Ames  169  U.S.  466,  since  we  did  not  expect  to  deter- 
mine vmetner  the  net  income  accruing  to  the  railroad  ov/nors 
from  the  lease  of  there  elevators  was  exactly  six,  eight,  or 
Len  per  cent  on  the  value,  but  rather  to  ascertain  whether. 
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the  reT?orted  net  income,  if  any,  was  or  was  not  obviously  in- 

ade  ,uate  as  related  to  some  reasonably  close  aDoroxlmation  of 

the  value  of  the  leased  property. 

In  submitting  the  report  we  said: 

No  attempt  was  made  to  determine  replacement  or 
present  value  as  distinguished  from  reported  book 
value.   In  the  absence  of  a  prescribed  classifica- 
tion of  accounts  it  is  not  certain  that  the  main- 
tenance expenses  reported  are  on  a  strictly  com- 
parable basis,  since  lease  arrangements  mipht  vary 
as  to  the  description  of  repairs  to  be  borne  by 
leasers.   In  this  connection  it  should  be  understood 
tnat  the  amounts  reported  as  maintenance  expenses 
are  generally  so  small  that  no  allowance  for  de- 
preciation can  possibly  have  been  made. 

Giving  consideration  to  the  facts  thus  stated,  and 
bearing  in  mind  that  the  reported  figures  must  be  used  cau- 
tiously with  due  regard  for  iheir  inherent  weakness  in  rela- 
tion to  more  exact  standards  of  valuation  and  correct  account- 
ing, the  conclusion  was  reached  in  our  report  of  August  50, 
1934  that  tr.e  earnings  from  these  grain-elevator  leases  were 
so  obviously  inadequate  tnat  they  should  be  condemned,  (a) 
by  tne  Federal  Coordinator  of  Transportation,  because  the 
properties  involved  should  contribute  larger  earnings  to  the 
owning  carriers  and  be  operated  in  a  manner  coiiducive  to  im- 
proved carrier  operation  in  terminals  and  better  service  to 
the  public,  and  (b)  oy   the  Interstate  Commerce  Commission, 
because  of  unjust  discrimination  between  shippers  violative 
of  sections  2,  3,  and  6  of  the  Interstate  Commerce  Act  and 
by  reason  of  probable  violations  of  the  Ellcins  Act. 


In  our  further  con sice rat ion  of  tnls  subject  we  should 
l:eep  in  mind  the  Interpretation  v/hich  the  Interstate  Commerce 
Commission  has  placed  upon  the  Interstate  Commerce  Act  and 
tiie  Sllcins  Act. 

In  Brook-Ranch  Mill  &  :^levator  Co.  v.  Ko.  Pac.  Ry.  Co. , 
17  I.C.C.  158,  the  Cominissior.  considered  a  situation  in  vMicii 
the  rallrooc  cdpany  nad  invested  $106,851.76  in  construction 
of  a  ■ -rf  in  elevator  and  mill,  which  were  leaced  to  a  shipper 
wr.o  agreed  to  pay  rdl  taxes,  assessments,  and  insurance  pre- 
miums, to  keep  tne  buildings  and   m^cninery  in  repair,  and  to 
pay  -Jl  oer  annum  in  add.it ion.   Lessee  ^^as  said,  to  have  I'ailed 
to  meet  all  his  obligauions.   In  disposing  of  tne  issues,  ^ne 
Commission,  speaking  chrough  Commif-r- loner  -arlan,  at  Page  164 
considered  t-ie  lawfulness  of  the  lease  arrangement  in  the  ex- 
cerpt below: 

The  contract  upon  w:iich  Bunoh  rests  nis  right 
to  the  free  use  of  t:ie  railroad's  facilities  or 
property  has  been  d.ircrimiuatory  from  the  begin:*ing. 
The  act  to  regulate  co/iiiFierco  as  it  '-fas  in  force  at 
the  time  the  underLaking  ype   entered  into  prohib- 
ited all  unjust  discriminations.   Tlie  agreement 
tnei'ofore  was  unlawful  and  void  ab  initio.  Tlie 
general  principles  uncorlying  our  decision  in  Eich- 
enber^-  v.  Southern  Pacific  Co.  ,  14  I.C.C.  Rer>,  ,    -.50, 
are  equally  applicable  here.   That  one  shipper  nay 
not  enjoy  at  txie  hands  of  a  carrier  advantages  th*at 
are  cenled  to  other  ^clppers  is  a  principle  asserted 
In  the  act  throughout  its  various  provisions,  and 
i:as  been  consistently  enforced  by  us  in  numerous 
reported  cases  that  are  f ami  11.^ r  to  all  and  therefore 
'need  not  be  cited  ]iere. 

In  a  proceeding  entitled  In  tne  Hatter  of  Keystone 

I^levator  Company.  25  I.C.C.  619,  the  Cominission,  speaJting 


-  8  - 

throu^^i  Commissioner  Lane,  reouired  the  resoondent  to  decist 
from  InesinG  its  elevator  to  a  receiver  of  cr^in  who  r>aid  a 
rental  of  less  than  2  ner  cent  on  the  vplue  of  land  and  im- 
Droveaents.   The  Commission  gave  separate  consideration  to 
an  allov-ance  r^aid  and  required  respondent  to  cease  further 
payment  or  oay  a  similar  allowcnce  to  :.-ll  other  shiooera  .us- 
inG  the  ^.levator  in  cue st ion  or  other  elev??tors  at  Philadel- 

ohia. 

The  Commission  ab.s   siven  us  further  indici/:.  of  un- 
larfulne.  ss  in  In  the  I!atter  of  Leases  and  Grants  of  Proioerty 
by  Carriers  to  Shi-.Pers,  73  I-C.C.  671,  r^herein  it  considered, 
amono  other  situations,  le.^s.s  of  rMlroad  richt-of-vray  lands 
in  S-oo:eane,>cshi:ieton,  nrovidin.i  -oayment  of  six  oer  cent  on 
the  value  of  the  land,  nlus  taxes  and  -an cial  assessments, 
the  valiie  of  such  land  having  greatly  increr-sea  since  the  dpte 
of  such  leases  without  concurrent  adjustment  of  the  rental 
payments.   In  disposing  of  the  issues  the  Commission  said, 


D.  633: 


1.   No  Justification  exists  for  the  loasins 
of .rrilway  lands  to  industries  at  a  nominal 
rtntal  charge.   In  cnses  where  nominal  or  vholly 
Inadequate  rentals  are  res-rvcd  in  leases  it  .^s 
evident  and  indeed  conc.;dv.c,  that  traffic  con- 
sic  orations  are  the  movinf,  cauae  so  far  as  the 
carriers  are  concerned.  '^Yhere  It  clearly  anpearo 
tnat  the  traffic  of  the  lobs..e  i.-  in  T^art  the 
consideration  for  t.ie  least;,  the  conclusion  fol- 
lows almost  inevitably  tnr.t  the  transaction  a- 
mounts  to  a  concession  to  the  shio-^er-lei-^see ,  in 
violation  of  tne  Elklns  Act  and  of  sections  2 
and  6  of  the  Interstate  Commerce  Act. 
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2.  A  provision  in  a  le 
wnereby  a  shipper  agrees  to 
of  a  lessor  carrier  or  its 
any  prrt  of  the  traffic  vni 
able  to  route  rmounts  to  an 
the  consideration  for  the  ir. 
was  in  oart  the  exchange  of 
oer  for  the  rif.,ht  to  occupy 


ase  of  railway  land 

route  over  the  lines 
connections  all  or 
ch  the  shir-r>er  is 

acknowledgement  that 
aking  of  the  lease 

traffic  by  the  ship- 

tne  land. 


In  Interstate  Commerce  Acts  Annotated,  note  65  p.  1032, 
aD:>licable  general  principle  is  stated  as  follows: 

Wnen  nominal  or  wholly  inadequate  rentals 
are  reserved  in  leases  of  a  carrier* s  land  to 
shioners,  traffic  considerations  are  the  moving 
cause  so  far  ac  the  carriers  are  concerned  and 
where  it  clearly  ao^Dears  that  the  traffic  of 
the  lessee  is  in  oart  the  consideration  for  the 
lease,  the  transaction  amounts  to  a  concession 
to  the  shipper-lessee  in  violav^ion  of  this  sec- 
tion, .Central  of  Georgia  Ry.  Co.  v.  Blount,  ?38 
Fed.  299;  Brook-Ranch  Tfill  Sc   Elevator  Co.  v. 
Missouri  Pacific  Ry.  Co.,  I.C.C.  158;  in  re  Key- 
stone Elevator  Co.  ?5  I.C.C.  SIB;  in  re  Rates 
for  Trans oortation  of  AnthJ^acite  Coal,  35  I.C.C. 
220;  in  re  Leases  and  Grants  by   Carriers  to 
Ship'Ders,  73  I.C.C.  671. 

The  latest  expression  of  the  Commission  on  this  sub- 
ject J.S  contained  in  its  report  in  Ex  Parte  104,  Practices  of 
Carriers  Affectinf^  Operating;  Revenues  or  Expenses.  Part  VI, 
Tarehouginf:  and  Storag;e  of  Property  by  Carriers  at  Port  of 
New  York.  N.Y. .  198  I.C.C.  134,  decided  December  12,  1933, 
wnerein  it  cited  with  approval  the  principles  announced  in 
Leases  and  Grants  by  Carriers  to  Shippers.  73  I.C.C.  671,  and 
said  in  pprt,  pages  199  to  202: 

Although  the  carriers  ciiarge  all  shippers 
alike  the  tariff  rates  for  rail  transportation, 
it  is  obvious  that  the  according  of  noncompensa- 
tory warehousing  charges  and  rental  to  some  snii>- 
.^ers  and  not  to  all  is  equivalent  to  a  deduction 
from  the  charges  for  transportation  to  some  shippers 
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and  not  to  others  for  like   and  contemporaneous 
service.      This   is  clearly  Drohibited  by   section 
5   of  tne   act.      It   is  liliewise   clear  that   the 
s-:ivroers  rec^iviiiG  the   or-ne fit   of   such  noncora- 
"oensatory  charf;es  are   rriven  ur.aue    preference    or 
advai^tar^e    in  violation" of   section   5(1)    of  the 
act,    over   shio  ers  who  hr.ve   no  need  of  wai'e- 
n-.using  or   storage,    or  others  who   for  various 
reasons  are  comoelled  to  oay  the  line-haul  rate 
undiminished  by  any   such  benefits.      These   viola- 
tions are  added  to   in   some   cases  by  the   free 
loading  and  unloading  of  carload   frei.c^ht,    or 
payment   of  allowance's  therefor;    and  the   nandllnc 
of   freir:ht   into  and  out   of    storage   rt   less  than 
comoensatory   rates.      The    fundaniental  T:)ur)ose   of 
tne   act   is  to  require    fail*  anr.  equal   treatment 
of   shiD;>ers,    "to  comoel  the   carriers  as  a  oublic 
af;:cnt    to   give   uoual    terms   to  all,"    "to  cut   wo  by 
tne  roots  every  form  of  discrimination,    favori- 
tism,   and   inequality",    and  to   "olace  all   ship- 
oers  uoon  equal   terms"      New  Yoi'k,    !I.    H.    6:    -.    R. 
Co.    V.    Interstate   Comm.    Com.,    200  U.S.    361; 
Louisville  &  Nashville  R.    Co.    v.    I^ottley,    219 
U.S.    467;    United  States  v.    Union   Stock  Yards, 
226  U.  S.    C^86.      Carriers    subject   to   the    act   can- 
not  lawfully  accoraolish  violations  of   tnese    sec- 
tions by   resoi^tiiig  to   s^o^.rp.te   cor -joratlons  '."hich 
tney   cominat3   ond  airect,      Uniti.d   States  v. 
liign  Valley   R.    Co.,    v,20  U.  S.    "^67;    Chicago, 
St. P.    R.    Co.    V.    ''irineapolis  C.    ^  C.    Assn., 
Ur.iicd   States   v.    D-.l^wnre,    L.    <f'    '.^.R.    Co.,    ?33, 
U.  3.    516.      Nor  can    such  vlol:-tion3  be    .lustified 
oy   r-e.^-son   of  cxistlnp-.  contract s.      United  States 
V.    Union   Stock  lards    ruora;    Louisville   ^c  Tash- 
ville   R.    Co.    V.    'Cottley,    f.u;?ri.      (Emphasis   sup- 
plied. ) 

Thet.:!n   -oractlces  lead  also   to   violations   of 
section   G   (7)    of  the  Interstate  CouiiTxerce  Act. 

Tne   evidence    )f  i*ecord  a.lso  affords  reason- 
able  £;round  for  tat-,   belief  t'-vt   tne   carriers 
nave   violated  and  are   violrting  the   oi^ovislons 
of   tne   Elkins  rvct. 

The    oriVrte  "^ai't  house   companies  are   "oer sons' 
within  the  rae-Miing  of  that  -'/ord  as  used  in   sec- 
tions 2  and  5  of  the   Interst.te  CoiTimerce  Act, 
aiid  tne   charge w^j  waic'n  they  nrc   required  to  pay 
rni5i  tne   treatment  they  are   accoi'ded  by   carriers 
subject   to   the   act  a.re    subjuct   to   the   provisions 
of  these    sections,    as  '.veil   a<^  the   provisions  oX 
the  Elkins  Act.      Compare  Merchants  Tarer.ouse   Co. 


Le-' 
rapi'a 
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y.  United  States,  supra.   As  shippers  they  are 
to  be  dealt  with  in  accordance  with  the  pro- 
visions of  the  act.   It  is  of  course  recognized 
I.-,  t  tne  r-il  carriers  are  under  no  obligation 
tD  Place  their  charges  for  warehousing  services 
on  a  baeis  whicn  will  insure  a  Profit  to  private 
warehouses  if  their  cn-^rfes  meet  the  provisions 
of  the  statutes.   Compr-re  Amer.  -Varehousemen' s 
A&^.n.    V.  Inland  -yaturways  Corp.,  138  I.C.C.  13. 
But  regai-dloss  of  t:ie  effect  u  :;on  private  ware- 
nouses  the  carriers,  are  bound  to  comply  with 
the  law  even  thougn  such  compliance  necessitates 
Cxianges  in  r^tes  and  pr-ctices  that  were  designed 
to  attract  traffic  to  tnoir  facilities.   The  pres- 
ent rates  and  prr'ctices  of  the  rail  carriers,  as 
considered  herein,  cannot  be  justified  upon  the 
Krjund  that  the  aggregate  charges  are  not  un- 
re;  Lonable  as  not  all  shippers  are  accorded  the 
car^e  aggregate  charges  for  like  and  contempor- 
aneous services. 

The  situation  here  presented  is  analogous 
to  that  consiceroQ  oy   t:ie  Suprerae  Court  in  New 
'•'ork,  •:.  H.  &  H.  R.  Co.  v.  Interstate  Commerce 
Conhdcsion,  f^upra..   The  cuestiDn  to  be  decided 
in  that  case,  as  stated  by  the  court,  waL 
a  carrier  engaged  in  interstate  conmerce  the 
•;ov'er  to  contract  to  sell  and  tr.-nsoort  in  com- 
pletion Ox  the  contract  the  cominodity  sold  when 
the  price  stipulated  in  the  contract  does  not 
pay  the  cost  of  the  purchase,  the  cost  of  deliv- 
ery, ::jia  the  published  freiclit  rates?"   In  reach- 
ing a.  negative  decision  upon  this  cuestion  the 
court  said: 


"has 


•Because  no  express  proiiioitlon  a- 
gainst  a  carrier  wno  engages  in  inter- 
state commerce  becoming  V/cealer  in  com- 
modities moving  in  such  commerce  is  found 
in  tne  act,  it  does  not  follow  that  the 
provisions  which  are  expressed  in  that 
act  should  not  be  a-;plied  and  be  given 
their  lawful  effect.   Even  therefore,  if 
the  result  of  applying  the  prohibitions 
as  we  n-rvQ   interpreted  them  will  be  prac- 
tically to  render  it  difficult,  if  not  impos- 
sible, for  a  carrier  to  deal  in  commodities, 
tnis  affords  no  ^;round  for  relieving  us  of 
tne  Plain  duty  of 'enforcing  the  provisions 
of  tne  statute  as  they  exist.   This  con- 
clusion follows,  since  the  oower  of  Congress 
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to  subject  every  carrier  cnGP.ginG  In 
interstate  commerco  to  th«i  regul^'.tlons 
wr.ich  it  har-  adopted  is  uncJoubted. 

The  above  question,  as  stated  by  the  court, 
an   r-roDerly  be  c-raohr.' ned  to  cover  the  situa- 
tion here  urescntud,  r.s  follows:   Hac  a  carrier 
cVi^pfzed   in  trrnsoorting  commodities  in  inter- 
etrte  commerce  the-  .^o>ver  to  furnish  airectly  or 
indirectly  stora-^e  or  \vT.rehousinG  facilities 
n^t  v'ithin  its  co:amon-c-rrier  duty  and  to  act 
r--   .  Drlv=te  or  coi'iT.ercial  warchousonan  when 
the  -mountn  recuivec.  fron  such  storage  and  trans- 
oortation  are  not  sufficient  to  Day  the  cost  of 
such  storr.a'e  without  a  concession  from  the  puo- 
liched  freirht  rates?  Taic  Q^'-^st ion  clearly 
irast  bo  nns'ver-d  in  th-^  ne^tative,  ana  it  follows 
that  if  resoondents  are  to  continue  enBaging  in 
such  business  their  chirses  directly  or  Inairectly 
for  storage  or  warehousing,  and  for  privileges 
or  cervices  rendered  in  connection  therevith, 
muPt  bo  :.ut  on  r.   basis  vhich,  entirely  indepen- 
dunt  of  freirait  rates,  will  i-eimburse  respondents 
for  t-io  full  costG  of  such  i3orvicee-,  • 


COMPETITIVE  Taste 

Aorrt  from  tlic  reaulreraents  of  the  statutes 
•oreviouslv  discusr-ed,  tiie  competitive  waste  in- 
volved in  tlie  practices  dealt  with  herein  is  de- 
L^crvinc  of  most  crreful  consider.-tion.   These 
"orrctices  '-re 


simijrr  to  tnose  considered  in 


Duplicption  of  Product  Terminals,  183  I.C.C.  t^-3, 
^^-nerein  we  directoc.  .-ttuntlon  to  the  statement 
in  Fifteen  Per  Gent  C'  go,  19:51,  178  I.C.C.  539, 
585  as  follows: 

The  record  snovs  that  in  the  oast  dec- 
rde  the  r-iilx^o-ds  h:  V'.  made  ,?.reat  strides 
i>.  imnrovinp;  their  service  and  rt  the  same 
time  operatiru-  v'ith  cre-Uir   efficiency  nna 
econopuy.   But  ^v.ir.t  tney  aave  done  in  this 
cirection  h-s  Irrr.ely  followed  linos  v-nich 
c.-v-elo^.-^ed  under  conditions  different  irom 
fose  w  :ich  now  prevail,  and  It  has  been 
characterised  oy   a  continur.l  intensifying 
of  tneir  own  competition.   At  a  time  when 
r.s  an  industry  xhey  have  new  enemies  to 
fp.ce,  their  warfare  with  each  other  has 
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grown  more  bitter,  so  that  economies 
in  opercation  h.-ve  been  offset  in  part 
by  the  grov^th  of  competitive  waste. 

All  this  is  contrary  to  tne  spirit 
of  the  transportation  act,  1920.   Con- 
gress then  looked  beyond  the  individual 
rrilroad  to  the  concept  of  a  national 
transportation  system.   It  pointed  the 
way  in  the  consolidation  provision  to 
the  reduction  of  competitive  wastes. 
It  went  to  the  extreme  of  removing  the 
barriers  of  restrictive  Federal  and 
State  antitrust  legislation  which  might 
otherwise  stand  in  the  way.   Short  of 
consolidPtions,  it  opened  v.ide  the  door 
to  agreements  for  the  pooling  of  service 
and  of  revenue,  whenever  it  could  be 
shown  to  our  satisfaction  thpt  such  a- 
greements  were  in  the  public  interest. 
Much  has  been  accomplished  in  the  way 
of  unifU-cation,  but  much  remains  to  be 
done,  and  the  pooling  provisions  of  the 
law  stand  almost  unused.   Further  pro- 
gress along  the  lines  pointed  out  by 
Congress  will  aid  in  bringing  about  the 
co-operation  which  is  essential  to  rail- 
road salvation.   But  the  problem  cannot 
wholly  be  solved  in  this  way,  nor  is 
there  need  that  co-operation  should  be 
subordinated  to  the  consolidation  pro- 
gram. 


In  our  report  covering  Duplication  of  Produce 
Terminals,  supra,  y^e   further  stated: 

The  matters  and  transactions  which 
have  been  described  above  are  illustra- 
tions, out  of  many  which  might  be  given, 
of  the  serious  vrastes  which  often  result 
from  Intense  competition  of  railroads  with 
each  other  for  traffic.   It  is  believed 
that  such  wastes  can,  by  proper  co-opera- 
tion, be  avoided  or  at  least' minimized. 

In  that  report  we  referred  to  a  statement  ad- 
aresesd  by  the  railroads  "To  the  Americaai  Public** 
and  issued  on  July  21,  1932,  in  which  it  was 
stated  that  railroads  "pledge  themselves  to  avoid 
all  preventable  wastes  in  the  competitive  re- 
lationship between  themselves." 
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Most  of  the  cases  cited  deal  with  the  question  whether 
the  terras  of  lease  arrangements  existing  between  shippers  and 
carriers  with  respect  to  various  types  of  railroad-owned  real 
estate  are  lawful  when  tested. by  the  provisions  of  the  Inter- 
state Commerce  Act,   Inadequate  rentals  are  condemned  because 
of  preference,  prejudice  and  unjust  discrimination,  in  viola- 
tion of  sections  3  and  2,  and  because  of  concessions  from 
published  tariff  rates,  in  violation  of  section  6  of  the  Inter- 
state Comnerce  Act.   In  the  case  last  cited  the  Commission 
also  considered  the  question  whether  conditions  of  warehousing 
^nd  storage  at  the  Port  of  New  York  resulted  in  wasteful  prac- 
tices violative  of  the  spirit  and  intent  of  the  Transportation 
Act,  1920.   The  Emergency  Railroad  Transportation  Act  conferred 
upon  the  Federal  Coordinator  of  Transportation  power  to  enter 
orders  controlling  allowances,  accessorial  services  and  the 
charges  therefor,  and  other  practices  affecting  service  or 
operation,  to  the  end  that  undue  impairment  of  net  earnings 
may  be  prevented,  and  that  other  wastes  and  preventable  ex- 
penses may  be  avoided.   The  problems  before  us  may  be  siim- 
marized  in  two  questions: 

1,  Are  the  gross  and  net  rentals  paid  to  railroad 
common  carriers  for  use  of  grain  elevators  and  appurtenances 
thereto,  located  principally  at  Chicago,  Kansas  City,  St.  Jo- 
seph and  Omaha-Council  Bluffs,  sufficient  to  pay  a  fair  return 
on  such  properties  and,  if  not,  what,  if  any,  violations  of 
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the  provisions  of  the  Interstrte  Commerce  Act,  or  Elkins  Act, 
exist,  rnd,  r/h-t,  if  pjiythinG,  should  be  done  under  the  Emer- 
gency Rrilro.-d  TrAns'^ortp.ti on  Act? 

2.      7;hc't,    if  rny,    pre ve n t p/ol e ,    "nsteful   trr.nsr>ort'^.ti-)n 
Dr.'.ctlceii:,    other  than  the   collection  of   inadequate   gross  ma 
nut  revenues,    exist  in  connection  vith  the  present    system   of 
le  .Pins  r-ilror.d-OH^ned  elevators? 

v:e    shrll  Droceed  to  revie'7  these   questions  in  the   li^ht 
of   furt.'ier  d-.tr.  nov^i  available. 
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In  the  original  report  of  Ausust  30,  1934  the  net 
income  pfter  ta>:6s,  makinG  no  allowance  for  depreciation, 
v/as  a^termined  for  each  leased  grain  elevator  for  each  year 
of  a  o-year  period  and  the  average  annual  net  income  for 
that  period  was  applied  to  the  book  value,  reported  as  of 
approximately  the  date  of  the  report,  to  determine  the  rate 
of  the  return  on  the  investment  paid  by  lessees  for  the  use 
of  such  elevators,  aenerally  such  computations  showed  the 
payment  of  a  grossly  inadequate  or  nominal  return  on  the 
book  value,  or  a  deficit.   The  orip;inal  data  referred  to  may 
be  found  in  Appendix  C  to  the  report  of  August  30,  1934.   The 
report  shows  that  a  deficit  resulted  from  leasing  nine  eleva- 
tors.  Twenty  others,  including  the  largest  elevators  at 
Chicago  and  Kansas  City,  paid  less  than  2  per  cent  on  book 
value.   Of  the  remainder,  twelve  elevators  earned  2  to  4  per 
cent  and  10  elevators  earned  4  per  cent  or  better  on  book 
value.  None  of  these  calculations  makes  any  allowance  for 
depreciation.   Nearly  20  per  cent  of  the  total  number  of 
elevators  paid  no  return  but  required  the  railroad  owners  to 
pay  cash  deficits  out  of  pocket  to  keep  the  elevators  open 
in  the  hands  of  lessee  operators.  Approximately  60  per  cent 
of  the  total  number  earned  less  than  two  per  cent  on  the 
book  value,  or  an  actual  deficit.   Such  figures  seem  persua- 
sive as  to  the  general  inadequacy  of  lease  revenues  without 
resorting  to  accounting  or  valuation  refinements. 


Since  the  report  was  issued,  we  have  secured  copies 
of  the  leases  covering  these  elevators  which  show  that  the 
property  leased  does  not  include  the  industry  tracks  serving 
such  elevators  or  the  land  on  which  such  tracks  are  located. 
These  leases  also  show  that  the  lessee  covenants  to  route 
traffic  via  lines  of  the  lessor  railroad  as  a  partial  consid- 
eration for  the  lease.   If  the  lessees  were  charged  v/ith  the 
payment  of  the  expenses  of  ma.intaining  such  trackage,  the 
taxes  levied  thereon,  and  a  return  on  the  value  of  the  nec- 
essary land  and  tracks,  the  amount  of  deficits  would  be 
increased  or  the  reported  return  on  these  leased  properties 
would  be  proportionally  reduced. 

In  order  to  determine  morb  accurately  the  earnings 
and  expenses  ond  rate  of  return  from  leasing  these  railroad 
elevators,  nine  vvere  selected  for  further  study.   Five  of 
these  were  located  at  Kansas  City  and.   four  at  Chicago,  'vhich 
roughly  reflects  the  relative  importance  of  railroad-owned 
grain  elevators  at  those  points.   The  group  includes  t>^ 
most  important  elevators  at  both  poinds  and  is  intended  to 
reflect  a  fair  average  of  earning  capacities  to  get  a  fair 
and  representative  cross-section  of  the  entire  leased-elevator 
situation.   Valuation  and  accounting',  studies  of  these  prop- 
erties were  made  by  the  Bureaus  of  Valuation  and  Accounts  of 
the  Interstate  Coraraerce  Commission. 
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The  Bureau  of  Valuation  of  the  Comr.ilsslon  appraised 
the  value  of  the  nine  elevators  In  question.   For  each  prop- 
erty, data  were  reported  shov;lng  the  Original  Cost  to  Date, 
exclusive  of  land;  Orirlnal  Cost  to  Date,  exclusive  of  land, 
reduced  In  proportion  to  depreciation;  Cost  of  Reproduction 
New,  br.sed  on  1934  Period  Prices;  Cost  of  Reproduction  le^3 
Depreciation,  based  on  1934  Period  Prices;  Cost  of  Reproduc- 
tion New,  based  on  19^54  Spot  Prices;  Cost  of  Reproduction 
less  Depreciation,  based  on  1934  Spot  Prices;  and  Present 
Value  of  lands.   In  eacli  case  t:ie  valuation  dr».ta  reported  do 
not  include  any  appraisnl  of  the  value  of  l?nd  and  tracks  nec- 
essary  to  handle  the  inbouna  ^md  outbound  iKraln   traffic  at 
each  elevator.   In  addition,  the  Bureau  of  Valuation  stated 
the  annual  rate  of  depreciation  v/hich  was  found  to  be  proper 
for  each  leased  elevator.   By  comparing  the  rate  of  deprecia- 
tion found  by  the  Bureau  with  the  financial  history  and  ser- 
vice life  of  certain  properties  Involved,  we  can  safely  say 
that  the  assumed  depreciation  rate  is  a  conservative  figure 
which  certainly  does  not  overstate  the  annual  diminution  of 
property  values  by  reason  of  accrulnf^  depreciation  and  obso- 
lescence. 

The  Bureau  of  Accounts  audited  the  railroad  accounts 
covering  each  elevator  and  reported  the  book  investment  for 
each  year,  the  rentals  received,  the  expenses  incurred,  the 
net  return  and  Der  cent  of  annual  return  to  investment. 


As  a  part  of  the  Appendix  to  this  report,  we  have  re- 
produced Aupendix  C  of  the  report  of  Aur^ust  30,  1934,  showing 
the  earniafss,  expenses,  and  return  froia  elevator  leasing 
opersticns  as  they  appeared  on  the  face  of  returns  to  our 
original  questionnaire.   We  have  set  this  table  up  as  Section 
A  of  the  Appendix.   Section  B  of  the  Appendix  is  a  tabulation 
of  data  furnished  by  the  Bureau  of  Valuation  of  the  Interstate 
Commerce  Commission,  making  an  appraisal  for  each  elevator  and 
a  statement  of  depreciation  rates  found  for  each  property. 
Section  C  of  tne  Appendix  is  the  report  of  the  Interstate  Com- 
merce Commission  Bureau  of  Accounts  .showing  Investment,  Rent- 
pis,  Expenses  and  the  "net  return"  for  each  elevator  property. 
It  will  be  noted  that  in  some  cases  lessor  railroads  assumed 
certain  expenses  not  clearly  chargeable  to  them  under  the 
existing  leases  and  that,  in  each  case,  no  depreciation  was 
charged. 

In  our  further  appraisal  of  results  of  leasing  these 
properties,  v/e  have  ass>imed  that  the  carrier  lessor  is  en- 
titled to  receive  from  the  lessee  the  expense  of  maintaining 
the  elevator  which  the  railroad  bears,  the  taxes  and  insur- 
ance paid,  a  sum  equal  to  the  annual  depreciation  in  the  vaJue 
of  the  property,  and  a  fair  return  on  the  value  of  the  prop- 
erty. Including  tracks  necessary  to  its  operation. 

The  determination  of  what  was,  or  is  now,  a  fair  rete 
of  return  on  these  railroad  elevators  during  the  period  covered 
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by  existing  leases  is  not  a  simple  matter.   In  most  cases  the 
lessee  has   been  in  possession  of  the  elevator  during  a  perid 
of  prosperity  when  business  wps  ^ood  and  earnings  were  high 
as  well  as  in  other  years  when  the  reverse  was  quite  generally 
true.   The  leases  show  instances  where  the  lessee  covenants 
to  pay  additional  rentals  based  on  six  per  cent  of  the  cost 
of  substantial  additions  to  the  property.   In  other  instances 
lessees  have  built  the  elevators  or  additions  thereto  under 
contracts  providing  for  repayment  of  the  principal  with  inter- 
est at  six  per  cent.   In  several  instances  of  this  kind  such 
repayment  of  principal,  advanced  by  lessee  for  construction, 
and  interest  thereon,  has  been  based  on  a  fixed  amount,  e.g. 
ten  dollars,  per  car  for  opch  carloari  of  inbound  or  outbound 
or  inbound  and  outbound  traffic  on  which  the  railroad  owner 
of  the  elevator  received  a  line  haul.   In  the  case  involving 
L^^ses  and  C^r^^ntn  of  Pror^erty  by  Carriers_J,CLAh^^    su^ra, 
the  GoRuaission  considered  the  le^Tplity  of  leases  providing  a 
rental  of  six  per  cent  on  land  values  which  had  not  been  re- 
appraised to  reflect  increases  in  the  value  of  such  lands  and 
condemned  the  lease  arranrenents  as  unlawful.   Following  this 
decision  Liany  railroads  neve   leased  bare  land  to  shippers  on 
a  net  6  per  cent  basis  after  taxes  and  special  assessments. 
With  these  facts  in  mind  we  have  set  up  return  on  these  prop- 
erties on  a  six  per  cent  basis.   It  may  be  argued  that  these 
carriers  can  borrow  money  at  lower  rates  of  interest  and  that, 
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in  general,  the  lessor  carriers  have  not  earned  six  percent; 
but,  in  dealing  with  such  special  pieces  of  terminal  real 
estate,  it  cannot  be  shown  that  capital  for  elevator  construc- 
tion can  be  secured  on  a  basis  as  low  as  the  interest  rate 
which  investors  accept  having  regard  to  the  financial  history 
and  earning  power  of  the  entire  railroad  property. 

Measured  by  such  a  stajidard,  none  of  the  nine  eleva- 
tors covered  by  the  accounting  and  valuation  study  paid  ade- 
quate rentals.   Six  of  them  paid  a  moderate  return  on  value 
averaging  from  .6  to  2.38  per  cent.   The  rentals  received  for 
use  of  the  other  three  elevators  did  not  pay  expenses  including 
depreciation.   Included  in  the  latter  group  is  the  fine,  effi- 
cient ten  million  bushel  capacity  elevator  owned  by  the  Santa 
Fe  at  Argentine  (Kansas  City,  Kansas)  and  the  modern  ten  mil- 
lion bushel  elevator  with  special  yard  facilities  and  water 
frontage  owned  by  the  Chicago  &.   North  !7esLern  in  the  Chicago 
district.   The  Chicago  &  North  Western  elevator  was  leased  for 
a  sura  equal  to  less  than  one  per  cent  on  the  depreciated  re- 
production cost  of  the  property  at  1934  period  prices.   The 
Santa  Fe  elevator  did  not  pay  all  costs  including  a  modest 
rate  of  depreciation,  with  no  allowance  for  return  on  value. 

Section  D  of  the  Annendix  sliows  the  results  of  leasing 
theoe  nine  test  properties  at  Kansas  City  and  Chicago. 

In  preparing  these  statements  it  7/as  necessary  to 
correlate  the  valuation  and  accounting  figures.   Obviously  the 
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recent  appraisals  made  by  the  Bureau  of  Valuation  could  not 
fairly  be  applied  to  the  results  of  leasing  and  operating  any- 
thing else  than  substantially  the  existing  properties.  For   ' 
this  reason  reference  was  had  to  the  investment  reported  by 
the  Bureau  of  Accounts  for  each  elevator  for  each  year  to 
determine  the  accounting  period  for  which  such  investment 
figure  approximately  equalled  the  "Original  Cost  to  Date,  ex- 
clusive of  land,"  reported  by  the  Bureau  of  Valuation.   For 
example,  referring  to  Section  C  of  the  Appendix,  it  was  found 
that  the  peak  "investment"  in  the  Santa  Fe  elevator  at  Argentine 
(Kansas  City,  Kansas)  was  -^3,832,941.25  in  1951  and  that  figure 
remained  nearly  constant  to  June  30,  1935.   It  was  therefore 
concluded  that  the  valuation  figures  were  valid  for  test  pur- 
poses during  that  period.  All  computations  relating  to  earn-" 
ings  and  expenses  and  return  for  that  property  were  accordingly 
based  on  figures  for  the  period  January  1,  1931  to  July  1,  1955, 
inclusive.   Below  we  have  reproduced  a  table  showing  the  finan- 
cial results  of  leasing  the  Santa  Fe  Kansas  City  elevator  re- 
ferred to. 
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Results  of  leasing 
the  Atchison  Topeka  &   Santa  Fe  Ry.  Co., 
elevator  at  Arengtine,  Kansas,  to 
Davis-Noland  Merrill  Co. 
Storage  Capacity  of  the  elevator  10,529,000,  bushels 
Rental  income  Jan.  1,  1931  to  June  30,  1935  $617,357.81 

Expenses  paid  by  carrier  owner  389.019.10 


Balance 
Depreciation,  if  per  cent  on  original  cost  plus 
land  ($4,048,874),  $60,733.41  per  annum,  4^  yrs. 

Deficit 

Return  on  investment  for  elevator  proper 
6  per  cent'  on  original  cost  —  $242,932.44  per 
annum,  $242,932.44  times  4-|  years 

Deficit 

Taxes  and  maintenance  on  yard  tracks  or 
sidings  which  a  private  owner  of  similar 
property  would  pay  based  on  respondents 
figures  (41  years) 

Respondentia  value  of  land  and  tracks,  $100,000, 
six  per  cent  return  ($6,000)  per  annum,  4^  years 

Deficit  under  adequate  return 
on  the  property 


228,333.71 

273,300.35 
44,961.64 


1.093. 195. 98 
1,138,157.62 


4,232,22 


27 , OOP. 00 


$1,169,389.84 


1^ 

A 

V 
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In  general  the  figures  are  self-explanatory.   Compari- 
son of  respondent's  estimates  of  taxes  and  maintenance  cost 
of  sidings  necessary  for  this  huge  elevator  property  with 
similar  estimates  covering  other  elevators  either  at  Kansas 
City  or  Chicago  raises  some  question  as  to  the  sufficiency  or 
accuracy  of  such  estimated  charges. 

It  should  be  understood  that,  in  many  respects,  this 
Santa  Fe  elevator  is  the  best,  as  well  as  the  largest,  eleva- 
tor in  our  principal  grain  markets.   The  Santa  Fe  is  one  of 
the  most  important  grain-originating  lines  in  trans-Mississippi 
territory  and  is  abundantly  justified  in  providing  adequate 
grain  storage  for  the  purpose  of  promptly  releasing  grain  cars 
at  the  peak  of  the  grain  movement.   Unfortunately,  as  pointed 
out  in  our  first  supplemental  report,  page  7,  this  elevator 
received  only  1/3  to  1/2  as  much  grain  in  proportion  to  capac- 
ity as  other  Kansas  City  elevators  and,  as  shown  at  page  5, 
thereof,  only  2,065  cars  of  grain  out  of  27,159  carloads  de- 
livered at  Kansas  City  by  the  Santa  Fe  were  unloaded  at  this 
elevator.   Obviously  it  was  not  used  to  best  advantage,  re- 
garding the  interests  either  of  the  owning  carrier  or  the 
grain  shipping  public.   Lessees  and  carrier  committees  have 
expressed  the  view  that  low  rentals  are  generally  Justified 
by  physical  condition  of  the  properties  or  by  lack  of  oppor- 
tunity to  get  sufficient  grain  to  make  use  of  the  elevator 
profitable  to  both  lessors  and  lessees.   From  any  angle  it 


does  not  seem  possible  to  Justify  the  failure  of  this  elevator 
propc:c':.y  t.o  pr».y  it«^.  way.  None  of  the  propositions  advanced  by 
lessees  r.re  valid  as  applied  to  this  Santa  Fe  elevator, 

Hov/ever,  there  are  instances  v/here  railroad  elevators 
are  no\v  in  a  run-down  condition  resulting  in  high  operating 
costs  and  lov;  rental  values.  Fortunately  we  are  able  to  test 
the  soundness  of  present  leasing  policies  by  the  history  of 
such  a  property. 

The  Chicaco,  llilwaukee,  St.  Paul  Sc   Pacific  Ry.  Co. 
owns  an  elev&tor  of  2,852,600  bushels  capacity  known  as  the 
Coburg  elevator  at  Kansas  City.   For  28  years  preceding  July 
1,  193o,  it  v/as  leased  to  the  Sirnonds,  Shields,  Lonsdale  G-rain 
Company,  for  many  years,  and  now,  a  loading  company  operating 
on  the  Kansas  City  Board  of  Trade.   The  orip:,inal  cost  of  the 
property  is  stated  as  J^707,252  (Section  3  of  the  Appendix)  and 
original  cost  depreciated,  5^162,665.   The  same  lessee  has  oc- 
cupied the  property  and  usoo.  it  throuf-;;hout  practically  its 
entire  service  life.   As  shown  by  the  report  of  the  Bureau  of 
Accounts,  the  I.iilv/aukee  spent  for  taxes,  insurance  and  main- 
tenance, during  the  past  15-|-  years,  o4,559.89  more  than  rent- 
als received.   In  addition  the  les.^or  lost  by  depreciation 
§544,563  out  of  the  total  original  cost  of  ,1:707,232,   As 
againf^t  one  who  enjoyed  the  beno^ficial  use  of  the  entire 
property  from  the  beginnin;-;  it  v/oula  ::t-.t::n  fair  to  ch'^rre  6 
per  cent  on  original  cost  f-s  a  pi'oper  net  return.   As  shovm 
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In  Section  D  of  the  Apjtndlx,  the  final  result  is  that  by 
failure  to  provide  depreciation,  by  failure  to  pay  a  reason- 
rbl.  net  return,  by  failure,  to  pay  out  of  pocket  costs,  in- 
cludia,  tr.xe3  and  maintenance  of  necessary  trackage,  the 
lessee  received  cash,  property  valu..s  and   benefits  from  the 
lesoor  c.:rrlor,  worth  approxiinc-tely  ^1,248,305.06  in  excess 
of  the  -mount  paid  as  rentals.   If  lessee  had  owned  a  simi- 
lar elevator  property  having  siailar  operating  costs  and 
worth  six  per  cent  net  return,  the  Siraonds,  Shields,  Lonsdale 
Company  would  have  b.en  burdened  by  this  approximate 
51,250,000  los.^  instead  of  the  laiwr.ukee  railroad  compaiiy. 

Tnis  is  not  the  only  case  of  this  kind.   The  4,500,000 
bushel  elevator  of  t,h.  Rock  Island  at  Chicago  was  bought  from 
the  J.  C.  Shaffer  Grrin  Ccupany  in  1904  and  leased  back  to 
the  oricinal  owner.  As  sho'vn  by  Section  D  of  the  Apoendix, 
pPGe   8,  the  actual  cash  expenses  of  the  Rock  Island  during 
the  past  10-.V4  ye^rs  were  391,825.77  more  than  the  rentals 
received.   If  deorcciation  -^nd  rental  return  be  considered, 
the  lessor  company  -ave  lessees  a  sum  equivalent  to  the  value 
of  Lhe  property  in  out-of-pocket  loss,  failure  to  pay  .-^ny 
return  and  failure  to  offset  depreciation.   In  this  connec- 
tion it  should  be  stated  that  since  the  issuance  of  the 
original  report  the  l.ase  to  the  Shaffer  Grain  Company  has 
been  terminated  by  th.  Rock  Isl-^nd,  and  the  property  leased 
to  the  Farmers  National  Grain  Company  at  a  rental  somewhat 
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higher  than  that  paid  by  the  original  lessee.   It  should  also 
be  said  that  the  present  lessee,  the  Farmers  National  Grain 
Warehouse  Corporation,  has  made  public  comment  on  the  situa- 
tion  shown  bj'  our  former  report,  agreeing  that  the  situation 
required  drastic  action  and  stating  their  willingness  to  pay 
a  compensatory  rental.   The  Fa.rmers  National  did  not  join  in 
the  brief  filed  by  the  lessee  elevaitor  associa.tion  in  opposi- 
tion to  the  report. 

These  are  not  isolated  cases.   Leases  covering  two 
elevators  in  the  Omaha-Council  Bluffs  area  will  serve  to 
demonstrate  even  more  clearly  the  attitude  taken  by  the  rail- 
roads in  leasing  their  elevators  to  grain  shippers.   Both  of 
these  properties  are  leased  to  the  Updike  Grain  Corpora.tion. 
In  1918  the  Chicago  &  North  "'estern  Railway  built  r.n  elevator 
of  1,350,000  busiiels  capacity  at  Council  Bluffs,  la.  ,  and 
leased  it  to  the  Updike  Grain  Corporation  for  f'^72,000  per 
annum,  which  was  approximately  six  per  cent  gross  on  the 
original  investment  of  $1,158,752.26,  making  no  allowance  for 
depreciation,  taxes,  insurance  or  maintenance  costs.   F^ur 
yea.rs  later,  on  June  26,  1922,  the  rental  was  reduced  to 
^50,000  per  a,nnura  on  uhe  ground  that  the  volume  of  grain 
passing"  through  the  elevator  had  cieclined.  The  reports  of 
the  Omaiia  Grain  Exchange  show  that  the  1922  grain  receipts 
v/ere  the  lai'gest  in  twenty  years  excepting  the  year  1918, 
This  522,000  per  annum  reduction  in  rental,  on  an  elevator 
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only  four  years  old,  wr.s  equlvplent  to  writing  off  $366,666.00 
of  the  originrl  Investment  of  $1,158,752.26  made  in  1918.   In 
1928  and  1929  improvements  were  made,  including  construction 
of  concrete  stor^^e  tanks  of  1,000,000  bushels  capacity,  which 
cost  the  Chicago  &  North  Western  FLailway  Co.  $257,955.44.   On 
a  six  per  cent  (gross)  basis  such  new  facilities  were  worth 
§15,477.33  additional  annual  rental.   On  January  25,  1928,  the 
lessee,  Updike  Grain  Corporation,  agreed  to  pay  six  per  cent 
on  the  cost  of  such  adlitions  plus  1*^50,000  p^r  annum  (for  the 
original  elevator  built  in  1918)  or  n   total  of  .'*65,477.33  per 
annum.  While  these  improvements  v/ore  being  made,  on  November 
25,  1928,  the  Cliicago  d-  North  7/estern  Railway  agreed  to  ac- 
cept a  rental  of  ^56,370.96  per  annum  in  lisu  of  the 

65,477.33  agreed  upon  in  the  new  lease  of  January  25,  1923. 
This  reduction  of  $9,106.37  per  annum  in  the  agreed  rent.-il 
is  equivalenL  to  writing  off  5151,666  of  the  new  investment, 
totaling  -^257,955.44,  within  ten  months  of  the  now  lease  date 
and  before  the  new  concrete  storage  had  been  completed.   The 
totc-1  rent  reductions  of  1922  and  1928  were  equivalent  to 
writing  off  5518,272  of  the  original  investment  within  ten 
years  from  the  date  of  original  construction.   Tiusc  facts 
make  it  clear  that  thira  clev,-tcr  was  not  built  for  the  pur- 
pose of  earning  a  reasonrble  return  on  the  investment  involv- 
ed.  The  hope  and  expectrtion  that  traffic  might  be  secured 
from  the  grain  shipper  lessc^c  must  have  been  the  rerson  for 


making  such  an  unprofitable  investment  in  elevator  facilities. 

The  same  deduction  saems  justifiable  in  connection 
with  the  leasing  of  the  Chicago,  Milwaukee,  St.  Paul  &  Pacific 
Railv/ay  elevator  at  South  Omaha  to  the  Updike  Grain  Corpora- 
tion.  In  1905  the  Updike  Grain  Corporation  built  an  elevator 
of  434,600  bushels  capacity  on  land  owned  by  the  Union  Stock 
Yards  Company  at  South  Omaha,  Nebraska.   The  elevator  was 
treated  as  personal  property  v/ith  a  right  of  removal  in  the 
Updike  Grain  Corporation,  owner,  under  certain  conditions. 
A  recent  appraisal  shov/s  that  the  undepreciated  original  cost 
of  this  property  is  §87,654.   In  1923  the  Chicago,  Milwaukee, 
St.  Paul  &  Pacific  Rcailv/ai'  Conp.^.ny  bought  this  elevator  for 
$90,638.   The  elevator  was  leased  back  to  the  former  owner, 
Updike  Grain  Corporation,  at  a  rental  of  $5,100  per  rjin'jun  for 
10  years.   When  the  property  was  bought,  the  Milwaukee  spent 
§15,245.00  for  repairs  due  to  deferred  maintenance.   In  1934 
the  railroad  company  estimated  thj  depreciated  value  of  the 
property  as  §43,000,  representing  accrual  of  J^47,6o8  depre- 
ciation, or  more  than  half  the  purchase  price,  in  ten  years. 
In  effect,  the  Updike  Grain  Corporation  recovered  its  entire 
original  investment  from  the  jple  of  the  elevator  to  the 
railroad  company  pjiu  unloaded  deferred  iaaintenance  and  accrued 
depreciation,  totaling  approximately  two-thirdr^  of  the  ori- 
ginal cost,  on  to  the  railway  company.   The  Updike  Grain 
Corporation  also  passed  on  to  the  railroad  company  the  burden 
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of  InsuPf^.noe,  taxes  and  annual,  ordinary  maintenance  which 
lessee  had  bo.vne  as  owner.  We  cannot  reasonably  assunid  that 
the  railv/ay  company  did  not  know  the  condition  of  Ihis  ele- 
vator 01-  that  the  purchase  of  it  would  not  be  profitable. 
We  can  only  conclude  txL-t  the  Milwaukee  permitted  the  ahippcr 
to  unload  thla  elevptor  and  lease  it  bad.  on  frvorablo  terms 
in  th-  hope  and  expectation  th.-t  traffic  could  be  secured  by 
3  0  doing. 

It  should  be  reijerabered  th^t  the  Federal  Trpde  CorihTiiG- 
sion  in  its  report  on  "The  Gr-in  Tirade",  issur.d  on  19^31, 
criticised  both  the  Si.iOiids,  Shidua,  Lonsdale,  Kansas  City 
lease  and  the  J.  C.  Srir\fr^r   Chicago  elevator  lease  as  exriiiples 
of  a  situation  tending  to  crerte  r.tonopoli.Ttic  control  of  grain 
marketing  by  operators  upon  'vhom  Tjch  "infair  advantages  v/cre 
conferred  by  common  carriers.  Nothing  wa.^  done  to  ruiaedy 
either  situation  after  1921.   It  cin  hr>-dly  be  doubted  that 
such  loofius  on  propc^rty  1.  ased  to  Irr^'e  iwrln   shiopers  -t 
the  ma^'kets  result  in  undue  preference  of  such  shippers  and 
unjust  discrinination  ar.ainst  compctin,-  shippers  v/ho  ov/n  and 
operate  their  own  facilities.   The  competing  siiipoer  who  pro- 
vides such  facilities  out  of  his  own  capital  directly  suffers 
losses  oy   reason  of  failur..  to  set  n^   depreciation  reserves 
or  to  earn  a  sufficient  net  return  on  investn.nt.   The  net 
effect  of  such  leasin>$  trans.-^ctioji-  is  equivalent  oo  the  re- 
duction of  freight  charGuS  paid  by  lessees  in  the  exact  amount 
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by  which  lease  rentals  are  inadequate. 

Our  report  of  August  30,  1934  related  to  income  and 
expenses  resulting  from  the  leasing  of  each  railroad-owned 
elevator  for  the  five  years  1928  to  1932,  inclusive.   Section 
A  of  the  Appendix  hereto  reproduces  accounting  data  submitted 
with  the  report  of  August  30,  1934.   Section  D  of  the  Appen- 
dix hereto  is  a  compilation  based  on  accounting  and  valuation 
studies  relating  to  nine  of  the  elevators  embraced  in  Section 
A  of  the  Appendix.   The  valuation  study  covering  the  nine 
selected  elevators  v;as  recently  made  and  the  accounting  data 
relate  to  lease  periods  of  vfrying  length  ending  July  1,  1935, 
In  some  instances  the  later  study  covers  a  period  of  time  long 
enough  to  cover  the  original  five-year  base  1928  to  1932. 
For  these  reasons  the  data  relating  to  these  nine  elevators 
in  the  original  report  are  not  strictly  comparable  with  the 
data  now  available  based  on  recent  valuation  and  accounting 
studies.  With  this  qualification  in  mind,  attention  is  direct- 
ed to  the  table  belov.'  shov/ing  the  data  in  the  original  report 
compared  with  the  rc-sults  of  the  accounting  and  valuation 
studies,  relating  to  the  nine  selected  elevrtors. 

It  will  be  seen  that  the  special  study  of  nine  select- 
ed elevators  fully  confirms  the  original  finding  in  our 
August  30,  1934  report  that  the  rentals  paid  for  railroad 
elevators  are  generally  grossly  inadequate,  resulting  in  undue 
pref'irence  and  prejudice  and  unjust  discrimination  among 
grain  shippers  and  in  favor  of  lessees. 
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Section  D  of  the  Appendix,  as  Illustrative  of  the 
general  leasing  situation,  showG  an  undue  impairment  of  net 
earnings  and  reflects  preventable  waste.   These  railroads  are 
bearing  a  substantial  part  of  the  exoense  of  carrying  on  the 
conoetitive  grain  businesses  of  the  lessee  companies  by  accept- 
ing rentals  which  do  not  compensate  for  current  costs  of  owning 
and  maintaining  the  elevators.   Some  attempts  are  made  to  jus- 
tify existing  conditions  on  the  theory  that  the  railroads  have 
owned  these  elevators  so  long  that  depreciation  and  obsoles- 
cence have  reduced  rental  values  and  impaired  the  operating 
efficiency  of  the  properties.   There  are  two  answers  to  this 
contention.   First,  the  lessees  who  have  used  these  grain 
elevators  for  long  periods  of  years  and  nave  paid  rentals  which 
did  not  compensate  the  railroad  owner  for  accruing  depreciation 
or  obsolescence  cannot  equitably  be  permitted  to  benefit  from 
the  uncompensated  reduction  of  property  values  which  is  the 
direct  consequence  of  the  unlawful  rentals  paid  throughout  the 
lease  period.   Second,  there  is  substantial  evidence  indicating 
that  elevators  were  constructed  or  acquired  by  the  railroads 
with  knowledge  of  the  fact  that  little  or  no  return  on  the 
investment  would  be  received  when  such  properties  were  leased 
to  t^ain  ahlppers.   The  statement  above  concerning  the  construc- 
tion and  Improvement  of  the  Chicago  &  North  Western  Plailway  Co. 
elevator  at  Council  Bluffs,  Iowa,  and  the  purchase  of  the 
Chicago,  Milwaukee,  St.  Paul  &  Pacific  Railway  elevator  at 


I 
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South  onaha,  both  of  which  arc  leased  to  the  Updike  Grain  Cor- 
poration, illustrate  investment  of  carrier  funds  without  hope 
Of  earning  or  return  on  the  one  hand  and  payment  of  an  excessive 
price  for  an  elevator  without  regard  to  accrued  depreciation  and 
deferred  maintenance  which  precluded  any  hope  of  return  from 
such  investment,  on  the  other.  In  every  case  it  Is  clear  that 
these  grain  elevators  were  constructed  or  acquired  by  the  rail- 
roads and  leased  to  grain  shippers  at  unduly  low  rental,  for 
the  purpose  of  attracting  grain  traffic  or  holding  such  traffic 
on  the  rails  of  the  carrier  providing  such  facilities.  The 
basic  reason  for  inadequate  rental  revenues  from  these  elevators 
is  the  same  uncontrolled  and  excessive  railroad  competition  for 
traffic  which  has  produced  every  other  form  of  preference,  pre- 
judice and  unjust  discrimination  between  competing  shippers. 
This  competitive  situation  so  handicaps  the  railroad  in  leasing 
such  properties  that  it  does  not  seem  possible  for  the  individual 
lines  owning  these  elevators  to  negotiate  leases  which  will 
yield  adequate  returns  for  their  use.  From  this  point  of  view 
it  seems  clear  that  the  unfortunate  situation  now  existing  is  as 
much  the  fault  of  the  shipper,  who  uses  his  control  of  traffic 
to  secure  favorable  leases  at  unduly  low  rentals,  as  of  the 
carrier  exective  who  yields  to  such  pressure  in  the  hope  that 
added  freight  revenues  sufficient  to  compensate  for  rental 
deficiencies  may  be  earned. 
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As  \7as  pointed  out  in  the  earlier  report,  grain  is  a 
fungible,  liquid,  bulk  commodity  which  can  only  be  marketed  by 
use  of  special  facilities  for  storing  grain  accumulated  during 
periods  of  harvest  peak  movement  to  be  thereafter  distributed 
through  processors  into  consumption  channels.  All  the  facilities 
for  grading,  weighing,  cleaning,  drying  and  conditioning  grain 
in  process  of  movement  from  the  farm  to  ultimate  consumers  are 
provided  in  connection  with  grain  elevators  at  terminal  markets. 
The  man  or  grain  firm  v/ho  enjoys  the  use  of  a  terminal  elevator 
and  its  varied  services  and  facilities,  under  lease  from  a 
railroad,  at  rentals  less  than  it  would  cost  him  to  provide  the 
same  facilities  for  himself,  has  an  unfair  advantage  over  his 
competitors  who  have  provided  similar  facilities  the  entire 
cost  of  which  they  bear. 

Railroad  elevator  lessees  also  have  a  very  great  advan- 
tage over  the  small  cash  grain  trader  who  has  no  elevator 
facilities  and  must  pay  full  published  tariff  storage  charges 
and  regular  rates  for  drying,  cleaning  and  mixing  services. 
The  advantage  of  the  railroad  elevator  lessee  is  measured  by 
the  differences  between  the  published  tariff  rates  for  storage, 
cleaning,  and  other  processes  to  which  his  grain  is  subjected 
and  the  actual  net  cost  per  bushel  to  him,  which  Is  reduced  by 
railroad  participation  in  the  expenses  of  providing,  maintain- 
ing and  operating  such  facilities.   This  waste  of  carrier  net 
earnings  and  impairment  of  the  usefulness  of  railroad  elevators 
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to  the  public  has  created  a  special  class  In  the  grain  markets 
who  have  gradually  crushed  or  minimized  competition  of  small 
gram  traders  and  have  come  into  control  of  trading  on  both  the 
cash  and  futures  grain  market  operations.  The  general  public, 
therefore,  has  an  interest  in  the  prevention  of  such  wasteful 
practices,  because  of  the  possible  restoration  of  more  normal 
competition  in  grain  marketing  and  determination  of  grain 
prices  which  should  follow  the  termination  of  these  special 
privileges  long  enjoyed  by  lessors  of  railroad  elevators.   In 
the  report  of  August  30,  1934  reference  was  made  to  the  findings 
of  the  Federal  Trade  Commission  on  this  subject  in  its  monu- 
mental report  on  the  grain  trade.   The  findings  of  the  Federal 
Trade  Commission  are  amply  supported  by  a  recent  intensive 
study  of  conditions  affecting  the  Chicago  cash  and  futures  grain 
markets  made  by  Mr.  Benjamin  aoldstein,  a  Chicago  attorney,  in 
his  book,  "Marketing,  A  Farmer's  Problem",  which  was  written 
after  he  had  served  as  counsel  for  a  legislative  committee  of 
the  Illinois  legislature  investigating  that  subject. 

We  pass  now  to  a  discussion  of  the  second  proposition: 

II 
What,  if  any,  preventable,  wasteful  transportation" 
practices,  other  than  the  collection  of  inadequate  gross  and 
net  revenues,  exist  in  connection  with  the  present  system  of 
leasing  railroad  owned  elevators? 


In  the  first  place  there  is  a  waste  of  transportation 
facilities  involved  in  giving  a  single  grain  operator  the  ex- 
clusive right  to  use  these  railroad  elevators.   When  a  large 
efficient  elevator,  having  sufficient  capacity  to  facilitate 
the  transportation,  storage  and  marketing  of  the  grain  produced 
in  territory  which  it  serves,  is  built  by  a  railroad  and  is 
dedicated  to  the  use  of  a  single  grain  firm  under  lease,  there 
is  waste  of  the  grain  storage  and  handling  facilities  which 
have  been  provided  in  excess  of  the  needs  of  the  lessee.   This 
wasted  elevator  capacity  may  be  badly  needed  to  serve  the  grain 
traffic  which  earns  line-haul  freight  revenues  for  the  railroad 
owner,  but  country  grain  shippers  and  grain  firms  at  the  market, 
who  may  buy  such  grain  in  competition  with  the  elevator  lessee, 
can  not  use  the  excess  elevator  capacity,  unless  (a)  the  grain 
is  sold  to  the  lessee,  or,  (b)  if  the  elevator  be  operated  as 
a  public  warehouse,  unless  the  grain  be  stored  at  public  storage 
rates  exceeding  the  lersee«s  costs  for  similar  storage  in  the 
same  elevator.   In  such  instances  the  railroad  provides  for 
both  transDcrtation  and  storage  of  grain  produced  at  points  on 
its  line.   In  so  far  as  direct  transportation  costs  are  con- 
cerned, the  elevator  lessee  pays  the  same  freight  rates  and 
charges  as  other  shippers  for  a  like  and  contemporaneous  service 
but,  when  the  necessary  storage  and  handling  of  grain  at  the 
market  are  considered,  the  lessee  enjoys  lower  aggregate  costs 
of  transportation  and  elevation  than  his  competitors  must  pay. 
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The  elevator  operator  enjoys  the  equivalent  of  a  reduction  In 
his  freight  charges  amounting  to  the  difference  between  an 
adequate  rental  for  the  railroad  elevator  and  the  lower  rental 
actually  paid. 

The  leasing  of  the  Santa  Fe  elevator  at  Kansas  City 
will  Illustrate  the  point.   During  the  years  1928  to  1932, 
Inclusive,  the  Santa  Fe  delivered  grain  equivalent  to  from  908 
to  3,377  carloads  annually  at  this  elevator.   Only  32  per  cent 
of  the  total  grain  received  at  the  elevator  earned  line-haul 
revenues  for  the  Santa  Fe.   During  this  flve-yoar  period  this 
10,000,000  bushel  capacity  elevator  received  50,798,759 
bushels  of  grain,  as  compared,  with  90,252,000  bushels  received  at 
the  Chicago  &  North  Western  Railway  Chicago  elevator  of  like 
capacity.   In  a  single  year  the  compared  Chicago  elevator  re- 
ceived 24,626,500  bushels  of  grain,  equivalent  to  approximately 
15,833  carloads.  There  was  a  large  crop  In  Kansas  In  1931.   Dur, 
Ing  that  year  the  Santa  Fe  delivered  35,434  carloads  of  grain  at 
Kansas  City  and  stood  In  need  of  large  elevator  storage  and  quick 
unloading  of  Its  grain  cars  at  the  Kansas  City  terminals.   In  the 
face  of  such  an  emergency  the  lessees  of  the  Santa  Fe  elevator  un- 
loaded 3,377  carloads  of  grain  from  Santa  Fe  points  and  3,577  car- 
loads orlGlnated  on  other  lines,  a  total  of  6,954  carloads.   The 
Santa  Fe  local  grain  unloaded  at  its  huge  Kansas  City  elevator  was 
less  than  ten  per  cent  of  the  total  Santa  Fe  grain  delivered  at 
that  terminal  m  1931.   If  this  elevator  had  handled  a  total 


volume  equivalent  to  the  performance  of  the  Chicago  &   North 
Western  Rallv;ay  Chicago  elevator  (24,628,500  bushels),  some 
15,893  carloads  could  have  been  unloaded  instead  of  the  6,954 
cars  actually  unloaded,  of  which  only  3,377  cars  were  Santa  Fe 
grain.   It  was,  therefore,  possible  for  the  Santa  Fe  elevator 
to  have  handled  nearly  half  the  total  grain  delivered  by  the 
Santa  Fe  railroad  at  Kansas  City  in  1931  Instead  of  less  than 
ten  per  cent  thereof.   This  is  not  merely  a  theoretical  con- 
clusion supported  by  mathematical  computations.   The  actual 
performance  of  less  efficient  railroad-owned  elevators  of  much 
smaller  capacity  during  the  same  year  proves  the  point.   The 
table  below  is  self-explanatory. 

Comparison  of  grain  handled  by  Kansas  City  elevators. 


Elevator 
owned 

by 

Santa  Fe 

C.  B.  &  Q.  R.  R. 


Ry. 


Capacity 
bushels 

10,000,000 
2,400,000 
2,852,600 


Total  cars  of 
grain  received 
in  1931 

6,954  cars 
6,357  cars 
5,998  cars 


To  interpret  these  figures  it  should  be  understood  that 
the  Santa  Fe  elevator  is  one  of  the  most  modern  and  fastest 
grain-handling  plants  in  the  United  States.   The  compared  Chicago, 
St.  Paul  &  Pacific  Railway  elevator  is  said  to  be  an  obsolete 
structure  whose  service  life  has  been  largely  e^Jiausted  in  the 
service  of  the  present  lessees.   The  Burlington  house  is  also 
an  older  and  less  efficient  elevator  than  that  of  the  Santa  Fe. 

In  the  original  report,  pooling  of  these  railroad-owned 
elevators  at  Chicago,  Milwaukee,  Kansas  City,  St.  Joseph  and 
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O.aha-councll  Bluffs  was  reconr.anded,  as  a  .eans  of  seourins 
more  adequate  revenues  for  use  of  such  elevators,  for  the  pur- 
pose Of  abating  the  preference,  prejudice  and  unjust  dlscrl.l- 
nation  a.ong  grain  shippers  Inherent  In  a  situation  wherein 
control  Of  traffic  by  elevator  lessees  was  reflected  in  lease 
ter..s  and  rentals,  and  as  a  method  of  operation  which  would 
ensure  to  the  owning  railroad  and  all  interested  shippers  of 
gram  the  n,a.in.un,  elevator  services  of  which  such  elevators 
are  capable  at  the  lowest  possible  cost  for  such  service  con- 
sidering cost  Of  operation  and  return  on  such  property,  if 
these  elevators  were  leased  or  sold  to  a  single  railroad-owned 
agency  for  operation  as  public  warehouses,  they  would  no  longer 
be  pawns  In  the  excessive-railroad  competition  ga.e.   m  .a^lng 
this  recommendation  we  referred  to  the  possible  reduction  of 
cross-town  switching  which  would  result  from  unloading  grain  at 
the  elevator  owned  by  the  line  on  which  the  traffic  originated 
to  the  li..lt  Of  the  capacity  of  such  facilities  instead  of 
cross-haullng  the  traffic  between  the  tenninal  lines  to  accom- 
plish delivery  at  elevators  controlled  by  specific  shippers 
under  lease,  then  this  matter  was  referred  to  the  carriers 
S.  B.  Shoup.  Knglneerlng  Assistant  to  Reelo.nal  CoorcUnator  ' 
V.  V.  Boatnor.  made  a  careful  study  of  the  possible  savings  at 
Kansas  City  by  reduction  of  cross-haullng,  if  these  elevators 
were  pooled,  as  suggested.  As  Section  E  of  the  Appendix  we 
have  reproduced  Mr.  Shoup-s  report,  showing  possible  savings 
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of  ct  least  45,389  car  movements  costing  not  less  than  $204,250,50 
per  annum.   This  amount  would  be  a  slibStantlaH  prart  of  the  sum 
necessary  to  pay  a  fair  net  return  on  the  property  involved. 

Both  the  lessees  and  the  railroad  committees  have  criti- 
cised the  pooling  proposal  as  impractical.   It  is  claimed  that 
lesseoG  can  secure  better  utilization  of  elevator  capacity, 
because  they  can  carry  on  mixing  operations  v/hich  v;ould  not  be 
possible  in  connection  with  pooled  public  warehouse  operations, 
and  that  in  some  unexplained  and  mysterious  manner  lessees  are 
able  to  classify  grain  received  and  store  it  to  bettor  advantage 
than  is  possible  in  public  warehouses.   Such  claims  are  unsound 
on  their  face.   If  a  lessee  operating  a  single  railroad  elevator 
of,  say,  2,400,000  bushels  caoacity  at  Kansas  City  can  solve  all 
the  storage  and  classification  problems  arising  with  respect  to 
all  the  varieties  and  grades  of  grain  handled,  it  is  illogical 
to  say  that  equally  sound  classif icati'on  and  storage  of  the 
same  varieties  of  grain  cannot  be  accomplished  in  all  the  rail- 
road-ov/ned  elevators  at  Kansas  City  operating  under  a  si-i.^le 
managei^^.ent. 

In  cases  v/here  single  elevators  are  directly  operated 
by  r^-iilroad  owners  all  the  problems  met  by  shipper  lessees  of 
similar  properties  must  be  solved.   For  example,  railroad-owned 
and  operated  elevators  at  Baltimore  have  successfully  solved 
such  elevation  problems.  At  that  port  grain  is  received  from 
small  coastwise  vessels  as  well  ae  by  rail.  When  I  visited 
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these  properties,  wheat  of  high  moisture  content  classed  as 
garlicky  and  smutty  was  being  received  in  coastwise  vessels. 
No  difficulty  was  experienced  in  warehousing  this  grain.  The 
superintendent  of  one  of  these  properties  had  extensive  experi- 
ence  in  operating  a  railroad-owned  elevator  at  Kansas  City  as 
an  employee  of  the  lessee.  He  unhesitatingly  expressed  the 
opinion  that  railroad  elevators  at  western  markets  could  be 
successfully  operated  by  the  railroad  owners  and  efficiently 
meet  overy  requirement  of  the  grain  trade.   The  Federal  Trade 
Commission  in  its  report  on  "Tne  Grain  Trade"  described  the 
direct  operation  of  elevators  by  railroad  owners,  as  public 
warehouses,  as  follows: 

UTILIZATION  OF  CAPACITY 

J^   has  been  alleged  that  the  railroad  elevator  as 

no  ft  utnt?''  'i^^^'^''-^   :r^^^  ^^^  vuricus  shippers  cannot 
no..  L,   utUiz.  th.  caoacity  of  the  houa.  to  any  such  de- 
■i^  ,e  ^c5  J.S  posslDle  in  the  caco  of  tne  oriv^te  operator 

r'c^l^'d^tn'".-^'"'"^'  ^''   '^^^^  ^i-^osition  of  all'graln 
^n'    J-^r.1      '^^T''*   r.o'-ever,  ..n  .xaminatlcn  of  the  operat- 
ing. :.-.:.  oas  of  tn.:  more  .ff.clent  railro,:.d  .1-vators  c^mws 
^/  frJ'f   .''  f^"^  necessarily  the  case.   The  railroad  elo- 
v^tor  .c,  to  be  .?urc,  rt-ouir.  d  to  store  shipments  received 
by  various  shippers  clasi^lflc;d  into  many  varieties  and 
^'^-^;f-   r^ut  it  is  ^.:nerally  Dog3ible  to  ^^cure  mixing 

:    r^'  ''''''   ^'^'"''^^   ^^  tho';.r.in  whereby  several  7$a^.c 
or  va...tl..3  m^y  oe   ;nlx  .cL  and  r^-inspoctod.  with  there- 
Suit  th^.cer..un  bins  may  be  r.l.ased  for  new  rTTTTlTTt:^. 
n-F  TL    "i    -^f-^^i^^-^  ^y   describing  the  operating  met-.ods 
^J   ^  h  i^  i'l'-v-'t'^^  '^n  the  seaboard.   The  superinten- 
^  4."';^   "^^  housj  has  stated  that  in  1919  h-  handled 
about  3G  000,000  bush.ls  of  ^,r.in  .nd  that  at  a  con  serva- 
nt a  pr'\  ''"^;  '":  ''2!^}?/'"''"  n^mdiod  100,000,000  bushels 

tt  .n^nf  iT  ^;^\^d^-i^i'^nal  cost.   Furthermore,  as  it  was, 
^nr;  quantity  handled  am^>unt.d  to  a  r.pacitv  turnover  of 
^'■""^  Y~^'-^;^rmj.   13,  tne  rated  Capacity  w.s  utilized 

tin  c  t;:,^,^fo^o^^^  ^^  -^^  ^'^^^^  ""''   ^^^^  average.   At  many 
times  Ruling  1919  ther .  wer^  from  65  to  70  different 


~  43  - 


grades  of  grain  Included  in  the  stocks  tn  store  in  this 
elevator.   As  an  indication  of  the  range  of  grades  hand- 
led there  were  79  different  grades  in  store  on  June  21 
and  46  different  grades  on  July  6.   To  have  kept  all  of 
these  ^rad^s  separate  for  the  repoectlve  ovners  of  the 
grciin  would  have  required  special  binning  (such  as  has 
been  practiced  at  Buffalo)  and  would  have  prevented 
economical  operation  since  the  ulant  contains  but  159 
bins.   Such  a  condition,  nowever,  has  been   avoided  by 
requesting  owners  to  issue  mlxlnf^'  orders  when  It  is 
ieslred  to  release  certain  bins  for  additional  receipts. 
At  tlm.es  such  orders  come  from  the  owners  on  their  own 
initiative.   Frequently,  however,  the  elevator  calls  up 
the  board  of  tr-.de  Inspection  deT;artment  and  asks  that 
mixing  orders  be  secured  to  cover  certain  lote  of  grain 
represented  by  outstanding  warehouse  receipts.   The 
chief  inspector  of  the  board  thereuoon  arranges  v/lth 
the  merchants  interested  to  issue  signed  mlxln^T.  orders 
which  designate  the  grddes,  the  specific  quantities, 
and  warehouse  receipts  covering  these  quantities  so  as 
to  relieve  the  elevator  operator  cf  all  resioonsibility 
for  the  mixing  and  reinspection  of  these  lots  of  grain. 
This  practice  seems  to  be  operated  effectively  at  Balti- 
more through  the  harmonious  coou oration  of  elevator 
operators  the  inspection  def.artment  and  Individual  ship- 
pers.  In  that  way  storage  foicllltles  are  assured  ex- 
cept at  times  of  abnormal  congestion  and  the  elevator 
storc^ge  is  utilized  to  an  extent  quite  comparable  with 
the  results  attained  oy   most  of  the  private  operators. 

This  illustration  shows  that  mixing  in  public  war  rehouses 
is  practical  and,  further,  that  utilization  of  elevator  capacity 
dees  not  depend  upon  continuance  of  present  leGse--:^s  in  the  en- 
joyment of  the  unlawful  advantages  which  they  now  have  under 
existing  leases  as  comoared  with  others  who  try  to  compete 
with  them. 


^\. 
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It  is  claimed  that  large-scale  ODerations  of  grain 
mercnandiserc,  such  as  Rosenbaum  Grain  Corooration,  require 
the  use  of  large  sums  of  money  not  provided  for  in  the  pro- 
oosed  olan  of  pooled  o^.eratlon.   The  fact  is,  however,  that 
the  larce  gul.s  of  money  used  by  lessees  of  rrilroad  elevators 
in  £rain  merchandisinG  are  borrowed  from  tne  banks.   Tne  ware- 
housing-, of  the  princiDal  stocks  of  American  /r.rain  in  oublic 
rareh^uses  o^^erated  by  persons  or  coroorations  not  directly 
or  indirectly  enraged  in  gr/^ln  merchandisinc  c->3erations  will 
make  ^varehouse  receiot^  covering  such  ^rain  nuch  better  security 
for  bank  ioar.s  than  they  are  at  ore  sent.  An   indicating  the 
principles  involved,  I  om  quoting  a  portion  of  an  address  de- 
liverod  by  :.:r.  R.  s.  Hecht,  President  of  the  American  Bankers 
Association,  before  the  convention  of  tiie  American  ^Varenouse- 
man»s  Association  at  Nev;  Orleans,  Feb.  6,  103C':   He  said  in 
Dart : 

In  acceptinf:  rarehousn  receipts  as  collat'-ral 
the  Dankor  li-es  to  feci  thrt  tnere  ir.  no  ouestioA 
aoout  tne  issuer  of  the  rcr-iot  beinr  in  the  fullest 
sense  mer-ely  a  custodian,  i.e.,  that  l-e  is  onlv  tak- 
ing care  of  tne  prticle  in  question  for  someone 
else,  and  has  no  oecunl.-ry  or  nror^rletDrv   interest 
of  nxs  o-/n  in  the  stored  mcrcnandioe.   "/ithout  in 
the  reiLotest  degree  v'ichinp  to  Question  the  honrsty 
of  cood  xaltn  of  f.ioce  wno  diroctlv  or  throuR^  sub- 
sidiary or  affiliated  companies  act  as  their  o'vm 
varehousemen  ana  then  use  their  receir.ts  as  colla- 
teral for  bank  loans,  I  murt  say  frankly  that  as  a 
LeA^ral   rule  this  r.rocedure  is  frowned  u^on  by 
baii^cers.   Frequently  vvar.-house  receiots  issued  by 
..-.en  suDsiciary  units  are  so  Drepared  as  to  meet 

rev^r'^Pi'f''''^''''?  ^t'^'^   ruouirements,  but  the  banker 
nevertheless  feels  that  it  is  ulfficult  f.^r  any 


custodian  to  serve  two  masters,  and  he  usually 
acccDts  such  receiots  only  from  those  v/hose  finan- 
cial status  is  such  that  he  would  extend  them  about 
tne  same  amount  of  credit  on   an  ooen  basis  if  he 
vrere  asked  to  do  so. 

In  such  a  situation,  where  the  commodity  dealt  in  may 
readily  be  mpde  the  basis  for  loans  on  which  further  business 
can  be.  transacted,  the  net  amount  of  caDital  required  to  en- 
gage in  the  business  is  relatively  small  as  compared  with  the 
total  V5lue  of  grain  or  other  commodities  bought  and  sold  vvnich 
are,  or  :aay  be,  stored  in  public  warehouses  in  the  orocess  of 
marketing.   It  is,  tnerefore,  but  idle  talk  to  say  that,  if 
members  of  the  Leased  Elevator  Association  should  lose  their 
preferred  position  as  lessees  of  railroad  elevators  and  such 
elevators  v/ere  used  as  oublic  warehouses,  no  grain  merchan- 
disers would  extend  their  ooerations  to  handle  the  grain  now 
handled  by  such  lessees.   However,  we  can  see  no  valid  reason 
why  the  merchandising  business  of  lessees  should  not  continue, 
using  space  in  public  warehouses  on  a  fair,  free  comDetitive 
basis  for  such  operations.   To  claim  that  such  merchandising 
could  not  be  continued  by  use  of  public  warehouse  facilities 
is  to  acknowledge  tliat  lessees  require  sojie  unfair  advantage 
over  their  competitors  in  order  to  carry  on  their  grain  mer- 
chandising business. 

The  railroad  committees  to  whom  this  matter  was  referred 
offered  several  objections  to  the  orooosed  pooling  of  railroad 
elevators  and  oncration  on  a  public  warehouse  basis.   It  is 
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clalm.c  that  the  railroad  ownera  of  such  elevators  h.ve  no 
rl£ht  to  operate  the  properties  as  publlo  warehouses.   Section 
one  Of  the  Interstate  Con.erce  Act  includes  elevation  in  the 
"trans-oort.tion-  which  co.n,on  carriers  are  required  to  furnish. 
'"  ^^^^^""^'-^  to  Elev^^tn.,  .^ ,  p,^,,,^  ^„,^^^^^  ^g  ^^^^^^ 

85,  ...ge  87  the  Interstate  Comn,erce  Commission  defined  the  tern, 
elev-t.lon  as   follows: 

men  ^^^ ^.^';:^^^^^:^^^  --o-S  elevator 
tne  unljadin--  of  Vr^i'  ?  "^"^''^^  °'  E^^^n.  signifies 
l:v.  vesonic  "intn"n    l^om^-rs,    or  from  prain  carry- 

a.ain\^-ter'stL'^Lo  for'?:  -^^^I^fof-'^not'?"'''^'^'  ''.   ""^ 
d.'V^   T'm  +V,  ^+   X      '.<-rioQ  01  not  to  exceed  ten 

to  furTfit  ^f  ^fr''"  ^°  °l°t'^e  carriers  v;ith  the  rK-Oit 
convenience  .n"''"^""  '"^  """^  ''"^"^  "here  it  may  be  ;' 
oosid  ov"the  °ct  -rt?";  ^^"  ""^^  restriction  im- 
vation  Offered  itv  ^^^  connection  is  that  the  ele- 
nold  out  to  =h?  "  ""''^  °*h'^'''  service  a  carrier  m-y 
traffic  over  it^^rTn/"  an  inducement  to  send  their'' 
and  reasonaWe  tern"  '  Tl.^UT''   '°,""  °"  ^^"^^ 

s^oi^i;^::^  ?rri  ^i/^^  -n^r^^ertrdoi^ei^^^o^ 
^"?r£%1?r- -  Siic^^^i^-Ti^-^^,- r^^- 

oerf  alike.    ""'^  '°''  ^^'"'   '^   ^^  ^^  '^^"e  f°r  n.n%nip- 
It  Will  be  observed  tha.t  in  defining  elevation  the  Com- 
mission did  not  say  that  treatment,  cleaning,  clicoinR  or  stor- 
age Of  ,,rain  might  not  be  lawfully  furnished  by  carriers,  oro- 
vlded  such  additions  services  vere  furnished  without  unjust 
filsopl,.,ination  cjaong  competing  shippers.   These  western  rail- 
roads V..0  own  elevators  a^d  le.se  them  to  grain  firms  have  the 
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srjne  rights  and  the  same  pover  to  operate  such  elevators  as 
Dubllc  warehousemen  as  the  eastern  railroads,  who  have  al^vays 
operated  tnelr  elevators  at  Atlantic  oorts  on  a  oublic  i-^are- 
house  basis.   These  eastern  railroads  have  filed  tariffs  '7ith 
the  Comraission  governing  cnarges  for  elevation  and  se::)arately 
state.d  cnarces  for  storage,  clcc-jiing,  drying,  mixing  or  other 
services  Performed  by  public  v/arehousemen  which  do  not  come 
within  the  definition  of  so-called  transoortation  elevation  in- 
cluded in  Section  one  of  the  act.   So  far  as  we  have  been  able 
to  discover  no  one  has  ever  questioned  the  right  of  eastern 
r.Mlro.ds  lo  ooerate  their  elevators  as  i?ublic  warehouses. 

In  viev^  of  the  recognized  right  of  individual  railroads 
to  operate  their  elevators  as  oublic  warehousemen,  they  must 
have  the  same  right  to  own  and  operate  such  facilities  tlirough 
a  s'oeclally  created  agency,  such  as  a  terminal  company,  to 
wnich  such  elevators  have  been  sold  or  leased  for  a  term  of 
years.   In  some  cases  this  has  been  done  at  Atlantic  ^oorts. 
At  Boston,  elevators  are  ooernted  by  a  subsidiary  company  vrhich 
oublishes  and  files  its  tariff  covering  public  warehouse  ser- 
vices with  the  Interstate  Commerce  Commission,  Just  as  individ- 
ual railroads  do  in  operating  the  Baltimore  elevators.   It  is 
not  my  province  to  cay  whether  the  rusiondents  ought  to  oool 
these  elevators  and  operate  them  as  r>ublic  warehouses  hy   leas- 
ing or  selling  them  to  some  existing  terminal  company  or  whether 
a  new  special  rgency  in  corporate  form  or  otherwise  should  hold 


Ill 
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and  o-oerr/oe  the  oroperties.   Thoce  n.rc   ra-tters  of  detP.ll  vrhich 
could  be  handled  nt  each  terminal  in  the  way  which  seeme  best, 
in  view  of  the  existence  or  absence  of  an  agency  to  -mom   such 
new  functions  might  be  entrusted  with  necessary  provision  of 
skilled  personnel  to  handle  the  problem. 

It  is  possible  that  respondents  can  find  some  satis- 
factory solution  for  tnis  -oroblem  other  than  the  suggested  pool- 
ing or  unification  of  the  elevators  involved.   Conferences  be- 
tween the  interested  carricrrs  and  reoresentative  groups  of  rrain 
mercnandisers  miGht  find  the  answer  to  this  Droblera.   If  nny 
suc:i  coo-errtive  effortc  to  solve  these  difficulties  be  made 
the  carrier.'^  and  the  f:.rain  trrde  should  be  mindful  of  the  fol- 
lowing objectives; 


Rrilrord-ov'ned  terminal  elevrtors  should 
be  used  to  their  utmost  cnpacity  to  serve  the 
needs  of  tne  grain-carrying  railroo.ds  and  all 
producers,  shinoers  or  merchandisers  of  grain 
w-o  mny   or  do   use  such  f;icilities. 


The  railroad  owner  should  receive  adequate, 
rersonable  compensation  for  use  of  these  eleva- 
tors and  should  receive  his  full  la^-fui  freight 
charges  for  transportation  of  grain  undiminished 


-  49  - 


by  the  indirect  return  of  any  Drrt  of  such  charges 
in  connection  witii  the  furnishing  of  grain  elev-'^- 
tors  or  grr>in  elevr.tor  services  at  less  thpji  cost 
by  leasing  or  otherwise. 


Sucli  elev.'itor  services  should  be  made 
av:: liable  to  all  shippers  on  equal  terras  to 
be  Plainly  strted  in  published  tariffs. 


It  may  be  objected  that  the  principles  rotated  relate 
primarily  to  the  protection  of  the  r'ilroads  and  do  not  ade- 
quately st-^te  the  ne;HiG  of  tiie  ^rain  trrde.   It  is  not  the 
duty  of  the  Coordinator  to  consider  the  grain  marketing  prob- 
lem as  sucn  and  offer  nny  surge stions  intended  to  improve  or 
chr.ngo  grain  mrrketing  practices,  cut  both  respondents  and 
lessees  n-ve  stated  at  length  the  complex  inter-relation  of 
f^i'ain  marketing  and  the  use  of  these  elevator  facilities. 
Tney  insist  that  any  disturbance  of  the  status  quo  may  affect 
the  marketing  processes*   We  have,  therefore,  been  forced  to 
give  consideration  to  the  various  netnoos  of  le-  sinf  and. 
operatlrg  terminal  elevators  rs  facilities  for  accumulation 
and  storage  of  grain  bought  raiQ  sold  at  irnpoi't-nt  grnin 
markeLS.   A  study  of  grr.in-markeoing  practices  in  relation 
to  teriainal  elevator  operations  impresses  us  with  the  im- 
portance of  certain  general  principles  which  may  be  stated 
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^s  follcvs..   see  n.et.od  ox"  ooer.tlon  should  be  found  r^ic 
.111  t^.o...  tl-.e.e  acuities  onen  to  the  nubile  and  create  r. 

disinterested  custody  of  the  /?-.,,„  „^„^h  , 

wit.  g.,iin   unlch  is  necessary  to  .;ive 

erala  ..Tehouae  receipts  the  greatest  collateral  value  ..d 
nesotiablUty.   To  eliminate  the  temptation  on  the  part  of 

elev-.tor  operators  to  enrich  themse"' vp<-  -t  -h„  „,. 

i.-ii.mt.L^T,(..s  at  ohe  expense  of  jne 

or  ..re  depositors  of  grain,  the  dlvorceraent  of  public  v-are- 
house  aerations  fro.  ,raln  merchandising  and  the  ooerat.o.  of 
these  elevators  as  .ubllc  stor.,,e  facilities  on  the  ba.ls  of 
-  onen  and  oubUshed  tariff  a  ,.Ucablo  to  all  a.ll.e  is  essen- 

tial.   'Vith  respect  to  the  br-->  ri    ^„„>i    x  , 

one  DrD,  (^  lUndainontnls  Involved  there 

does  not  seem  to  be  anv  •i^nr'Ti,-.  v  ^ 

<W  >-onillc.  bet-.:.on  tho  best  Intoresto  of 

t.^e  carriers  and  the  best  interests  of  the  ,rain  trade. 

Ho,vever,  it  must  be  conc.ced  that  the  le-sln.,  practices 

of  the  r-^ilroads  relatinrr  '■^  tu 

relating  .o  these  terminal  clev  .tors  nave  been 

.-Q  to  the  lessees  in  their  competition  -nVi  other 

Sram  dealers.   m  19ie,  independent  cash  «.v.in  traders  ^t  Kan- 

--  City  conPlalned  to  tne  Director  Oenerai  of   Railroads  .e.nect- 

ins  the  leasing  of  railroad  elov.  tors  at  that  m-r.et.   t,  ., 

investigation  made  by  Com,ni.„ioner  Karla.n  as  to  this  co..l  int 

tne  inc.e„ondent  .rain  ceal.rs  claimed,  a.on,  other  thlnrs- 


"r : 


Thp.t  leaser  rorc,    ori.-inrli  v  -n- .-%>   +r.   -m 
- *cii   r,  .iirc^Gr   ''''err    on'm^/^r  •«- 4  ,rtl         -,  xxiui,, 

xcosox,    ot    all  po.^slole   tonnn^e. 

conslde'ption1;^e   '^rth''''^'  ^"^^^  ^rincip.l 
•-     ^^   0..C   c.  .rler,    .quciuvc  in  exc!xrn£r,e 
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Tor  valu-^ble  stornre  and  elevptor  Gvn.ce   turned 
to  comraercial  firms  at  low  rates. 

That  records  on  file  vith  the  Interstate 
Commerce  Comral vision  vail  t-J^ow  that  under  lease 
terns  in  effect  until  recently,  if  not  no^v,  the 
t. rrnings  on  leases  in  sorae  instances  netted  only 
three- fourths  of  one  oer  cent  to  t\70  per  cent. 

That  an  advance  of  rentals  to  net  6,  7  or  8 
Der  cent  to  carrier  v;ould  not  effect  a  cure  of 
cxistinr:,  raonoooly  at  Kansrs  City,  as  only  the 
Ic.-^sinp;  firm.s  could  '-'ork  through  the  elevntors 
to  f'.dvantage. 

That  the  elevator  cha.rges  now  -oublished  and 
cffecLive  through  leased  houses  in  Kansas  City 
a.re  so  high  thrt  no  shiopur  can  pay  them  and  live, 
hence  practfpally  all  business  is  now  confined 
to  the  eighli  orincipol  lessees. 

That  this  affords  an  airtight  monopoly  to 
the  eight  firms  najiiod.  •** 

That  the  continuation  of  existing  leases  or 
rene'val  of  exoiring  contracts  on  any  interest 
basis  net  to  carrier  and  under  any  conct^ivable 
policing  system  will  further  and  foster  a  mon- 
opoly that  is  intolerable  and  harmful  to  the 
producer,  consuiiier,  and  grain  merchant  of  the 
Southwest.  ^^ 


I'hat  any  c 
of  leasing  in 
trrce  name  to 
tne  maintenanc 
most  total  los 
tne  annihilati 
and  the  oositi 
pov/er  of  the  e 
rnd  rt  strains 


ontinuation  of  the  present  olan 
our  market  vill  mean  the  loss  of 
the  independent  grain  shipDer, 
e  of  his  organization  at  an  al- 
s,  and  if  not  iia!ned.iately  corrected, 
on  of  40  to  50  sound  grain  firms 
ve  establishment  in  orestige  and 
ight  or  ten  firms  now  in  monopoly 
of  trade. 


T.:ie  aDproach  to  a  monooolistic  situatLon  seems  to  be 
conceded  oy   lessees  of  these  elevators  yfhen   they  say,  at  page 
47  of  their  brief,  that  during  the  five  years  1928  to  1932, 
100  per  cent  of  the  grain  stored  in  leased  elevators  at 
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K-:nsaf,  City  r.nd  Mllvraukec-  -xnd  9S.9  Der  cent  of  thr.t  stored  In 

CMc:>.fio  originated  with  the'  lessees  acting  r.s  gr-.in  merchp^ts. 

In  Mr.  Goldstein's  book,  supra ,  he  says,  in  part: 

In  the  Chicago  grain  market,  the  elevator  ooera- 
tors  are  the  most  influential  cash  grain  buyers,  and 
^ire^an  important  f-ctor  in  future  trading  and  iA  ex- 
r.oru  traae;  and,  operating  as  grain  dealers,  they 
rre   tne  largest  merchandisers  c.na   distributors  in 
tne  trade. 

And  at  oage  256  he  says: 

The  devices  used  by  merchajits  of  gr-^n  to 
procure  control  of  warehouse  facilities,  ^nd   the 
ac.vantrges  of  such  control,  have  already  been 
ciscussec;  the  poT^er  of  these  advantages,  -^hen 
usea  in  connection  with  the  rules  of  the  Boprd 
01  Trace  relating  to  the  delivery  of  grnin,  was 
clerrly  illustrated  to  the  lef^lslative  committee 
oy  tne  disastrous  effects  resulting  from  the 
inoo^^^^m^^^^  ^^^  ^"'^  Carlot  Delivery  Rule,  in  I!ay, 

.:"•   :'^®  evidence  also  disclosed  to  the  Com- 
raitoee  onat  t:irough  its  Dublic  elevator  affilia- 
tions ana  tne  special  advantages  and  power  given 
t,o  tne  elevaoor  group  as  a  result  of  the  prac- 
tices which  grew  ud  in  connection  therewith,  the 
operator  group  was  able  to,  and,  in  fact,  for 
many  years,  dia  procure  control  of  and  dominate 
the  policies  of  the  (Chicago)  Board  of  Trrde. 
By  such  advantages  of  its  position,  the  elevator 
Sroup  potentially  could  and  did,  in  certain  in- 
soances,  discriminate  ag.-inst  whole  groups  of 
crac.ers  ojia   permitted  arbitrary  fluctuations  of 
prices,  which  were  not  based  upon  economic  con- 
c-lbions,  nor  upon  the  laws  of  supply  and  demand. 

Mr.  G-oldstein,  in  his  book,  agrees  with  the  Federal 

Trade  Coniraission,  which  found  in  substance  that  grain  dealers 

^•no   lease  and  operate  railroad  elevators  were  controlling  the 

markets  in  various  ^^ays,  and  tn-t  their  operations  tended  to 

limit  or  destroy  legitimate  competition  in  grain  marketing. 


All  these  inter-rel^ted  facts  and  conclusions  of  lav/ 
cnC   fact  support  the  view  that  no  mere  modification  of  exist- 
ing  leases  will  remedy  the  deplorable  situation  existing  at 
importrjit  VVev^^tern  markets,  including  Chicago,  Kansas  City, 
St.  Joseph,  Omaha-Council  Bluffs  and  Milwaukee,  but  that. the 
unified- operation  of  railroad  elevators  at  each  point  as  pub- 
lic warehouses,  free  from  control  of  grain  merchandisers,  is 
necessary  to  secure  maximum  use  of  these  facilities  for  ship- 
pers and  carriers,  to  prevent  waste  of  railroad  property  and 
investments  and  to  free  the  grrin  markets  from  artificial  ond 
unlawful  restraints  which  are  injurious  to  the  railroads,  pro- 
ducers and  consumers  of  gm.in  and  those  who  would  comDete  for 
the  3urchc.se  and  Sc  le  of  gr-  in  if,  and  when,  more  normal  and 
wholesome  conditions  are  restored. 

In  tills  connection  it  seems  appropriate  to  call  atten- 
tion to  the  fcict  that  the  Federal  Trade  Commission  is  now  en- 
gaged in  an  investigation  of  grain  marketing  practices  v/ith 
special  reference  to  the  grain  warehousing  problem,  as  nart  of 
its  Inquiry  relating  to  agricultural  income  in  res^^onse  to 
provisions  of  Public  Resolution  61,  74th  Congress  First  Session, 
The  forthcoming  report  of  the  Fec'eral  Trade  Commission  may  be 
expected  to  deal  comprehensively  with  the  grain  marketing 
situation. 
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Cn  further  consideration  of  this  matter  I  renew  my 
recommendations  th.t  existing  le.oes  .nd  the  entire  or.ctico 
Of  leasing  be  condemend  as  productive  or  vlol.tl,ns  of  sections' 
2,  3  and.  6  of  the  Interstate  Commerce  Act.  The  wasteful  nr.c- 
Uces  involving  Inefficient  use  of  el.vator  facilities,  ex- 
cessive cross-hauling  of  gr.Mn,  and  loss  of  railror.d  revenues 
can  be  remeCied  by  cooneratlon  of  respondents  and  the  grain 
trade.   Further  consideration  of  this  matter  by  the  raUroads 
-nd  snippers  is  justified.   Such  furtner  attempts  to  find  a 

constructive  solu+inn  r^-p   +i^4 

oO,Lu„lon  01  thi:.;  cuosv.i.n  nay  rosult  in  voluntary 

.^option  Of  pooling  or  unifio:.tlon  of  r.llroad  elevator  oner.- 
tion  as  public  warehouses  at  sucn  .olnts  as  Chicago.  Mll.au.ee, 
Kansas  City,  St.  Joseoh  and  Omaha-Council  Bluffs.   Possibly  an 
even  better  method  of  nandling  the.e  elevators  can  be  .'.vise. 
I  sincerely  hope  that  the  parties  Interested  .ay  bring  fornarc 
Pi-opos.as  wnlch  Will  produce  results  in  h-^rmony  v,-ith  the  pro- 
visions Of  the  Intorst- te  Commerce  Act  a^d  the  Energency  Trans- 
P^rt.^tion  Act. 

ResDoctfully  submitted, 


J.  A.  LITTLE 
Re3r.>:-.rcii  A8slst£?nt 
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Grain  El«Tmtor  at  Argentln*,  Ktn* 
A«T.a:S.F*Hy.Co« 


2. 


BURBAU  OP  YJdJJATKM 


m 


i! 


January  29,  1935 

a-«lB  tt«T»tor  at  Arg.ntin»,  Umm.        ^^ 

•O.  B.  1,  LBttS. 
DIRSCnSt 

»o,«b«.  20.  1935°-^  iS^;  ^^Cil!"*.^  hi.  UtUr  to  yo.  d.Ud 

Coi|t  of  8.produotlon  L.M* *Dip;;;uu;; '».a5,X06 

hM.d  on  X93l»  p,rtod  Prio.. 

8%"  m,'::''"!!!r:.!'r  '*••'  **^^^ 

Coiit  of  R.ppod»^tion  Um  'n^pwoUM^ ^^300, 275 

bM.d  on  l^i»  Spot  Prio..     "!.!.  ,1,0^ 

ftr..«it  Talu.  of  l«,d.  ...       3,l|iie,387 

3.aii3 

•Co«t«  of  iMd  not  inoXttdod  for  th.  rM.o>  th.t 
•uoh  eoat.  could  only  ba  ahi-IiIZi  !_^^  **** 
pro  r.t.  bMl"  ^  ^  obt.la.d  on  u  «rbitrwry 


D»toripti^> 

(I)  TIm  •la'vator  property  U8«d  by  the  Grain  Coiqpany  on 

Daoaabar  31,  193i4«  eonaistad  of  tha  following  unltat 

212  ralnforoad  ooncreta  storage  tanka 

Ralnforoad  concrete  headhouae 

Structural  eteel^  cormgated  Iron  dumper  house 

Brick  bleacher  house,  one  story 

Briok  office  building  and  nashroom,  two  stories 

Briek  poiwsr  house,  one  story 

Briok  dust  house,  two  stories 

Concrete  drier  house 

Briok  puBqp  house 

Concrete  trans foraer  house 

Garage 

Septic  tank  and  water,  sewer,  tnd  drain  lines 

All  of  the  above  unite  are  in  active  aerrice* 

The  foundations  consist  of  ooncrete  aattresses  on  oreosoted 
tiaber  piles*  The  foundations  are  waterproofed  and  lery 
little  trouble  is  experienced  with  water* 

The  eoreringa  are  of  tar  and  graTsl  type  on  factory  type 
roofs,  extending  generally  over  the  tops  of  all  the  tanks. 

The  entire  plant  is  oodem  and  well  designed.  It  is  in  a 
high  atate  of  aaintenanoe  end  is  exceptionally  oleen  and 
Will  kept.  It  is  protected  against  fire  by  an  aut<aHitio 
sprinkler  system  and  high  pressure  fire  pump.  There  is  a 
Zelany  teaperature  control  system  end  up-to-date  electrie 
equipasnt  and  aaohinery. 

(2)  32  •torage  tanks  were  built  in  I906,  1^0  in  I913,  U*  in 

1913*  tad  96  in  1931*  The  headhouse  and  the  remaining 
atructurea  were  built  in  I925. 

(3)  The  land  inTolred  consists  of  an  irregular  parcel  located 

within  the  lessor's  Argentine  Yard. 

Ik)    72  storage  tanks  are  2k*   in  diaaeter  by  79  •  high,  with 
interspace  bins. 

U*  of  the  tanks  are  37«  in  diameter  by  79«  high,  with 
interspace  bins. 

The  remaining  96  are  25*   in  diameter  by  90»  high,  with 

interspace  bins. 
The  headhouse  is  6l.5«xl9l;»x200»  high. 


6e 


iT.s'tixti:'  ''^•"*^-  *"• 


eont. 


(5) 


I    I 


11 


S!  tT!^l  ^T*  ^*  ^•^9i*'  with  k  <h«p««. 

Th#  office  building  Mid  1.*.^  i,  50.2. VTC  ,. 

I^  duat  hOQte  is  2U»x52.6«» 

ft«r«  1  •  a  track  layout  totaling  20  traoka  «lth  . 

•r.  not  l.a-d  to  th.  GralTco^.  '****••  "  **^ 


(Slcnad) c.  H.  S 


(Slgnad)        g.  A.  ua,^ 

KU  lor  rt-oi»rty  CliaiifK 

(Slgaad)_AjBjllaBlj 

lUad  Land  irpraiaer 
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Twtkl 


IsvMtMa*  •%  oloM  af  y«rl«4 

tep«M««  ^trw»  by  Mrrl«r  -  (A) 
Iwt  r«tan 


•369.M5.ai 


•)69.M5.01 

11,900.00 

7.786.a9 

3.713.71 

t.oU 


♦369,285.01 

23.000.00 

5.2UX.9i* 


•570.736.3? 

5.A7.7li 

i7.0a.lO 

k.t»S 


•571,05l».51 

21.108.19 

lI*.i<98.U 

8.609.99 

8.3S9( 


•371.05U.5l 

25.108.98 

6.596.12 

16.572.80 

k.kT% 


•571.0514. 51 

29,108.98 

9J128.30 

i9.68O.tt 

3.69)» 


•371.051*.  51 

23.108.92 

10,879.1i9 

12.229.i*3 

3.29)t 


•37i.O5U.5i 
23.108.92 

25.526.95 

•  2.Jil8.(9 

•  0.699( 


•37i.5l45.75 

23.106.98 

17.900. 30 

5.20U.6e 


•375.llit.6U 

29,108.92 

7.8JU.9O 

i5,27U.oe 
U.075t 


•375.602.89 

29.IO8.90 

19.112.7U 

3,996.16 

1.06K 


•375.602.83 

23.108.92 

e.009.53 

15.099.99 

U.a8jc 


•375.602.83 

23,108.92 

7.155.09 

15,953.83 

U.25* 


•375.608.89 

29.108.92 

6.006.97 

17.101.95 

U.55)t 


•975.608.89 

29.108.98 

6.987.90 

16.721.02 


•975.602.89 

i9.257.U3 

5J166.6U 

19.790.T9 

U.Ul9t 


•95U,09e.T6 
169.729.96 
190.969.UD 


Lmm  6kt«d  Jiily  I.  1920.  grwldM  f«r  •  wUtmi.  MBtal  of  •29,000.00  pw  UBia.  plua  «l  «  tte  Mat  tf  ftd4t%l«M.  ahucM  or  WttorMBta  m4«  ot  l»«too'«  ro<|iw*t.     I^provoMita  «ku«  roqiMttod  Ity  m»  l«««oo 
^.^  1^1922  i-T  9en»n.,2w^  Uo^.lac  r^i  t«  •23!l08.92rii  r««Uc  th.  1—.  .ff-tlT.  July  1.  1989.  U  ..  ...Iter.^  th.  o^rrl*  A^i  ...«^  th.  .xp«».  of  ro-od.Un*  th.  .l-trl. 

ISl«r.y.tL  tToiforTto  tiM  roalo«l«.  of  I..«4««  Dbdorwlto^.  o»«  of  l>vroTl»{  tH.  .oUr  .«pply  oyito.  <m  th.  thoory  that  th*  r«rtrl>t  would  rooult  in  r^uola*  th.  ln.«B t  «d  th.t  th. ^ 

lliiiS  Cn  .tmirta^btliTo.  oCWw  oot.r  ..pply.    «oo«r41acl7  **•  roM-U  loo.;  pr«»l«^  f»  •  .«tl«*tloo  of  tt.  r«it.l  of  •25.108.91  with  Uor«M  of  6«  up.  ooot  of  livro*«Mct.  .^  «t  ro^oMt 
of  !•••••• 

1k«  ooo*  of  JMir Ill—to  w»o  iMlwtol  U  tiM  owrlor'o  tomtoMt 


(A)  -  CkkTAotor  of  oxpoaooa  b< 
IkilBtoaoaao 


by  oorrloari 


•    3.9U3.05    •    1.769.25    •    2.139.U9    •    9.997.82    •    1.127.29    •    3.865.30    •    U,7ttJ»9    •  18.851.95    •  ".JU*-??    • 
1,57.7U  1.M.14  2Lt.2S  l.aK.6L  1.241.89  lOJtf.OO  1.960.00  I.56O.OO  2.l|00.00 

JjJSSzSSL 


505.90    •  11,659.7U    •       595.28    •  - 

U89:i9     ■       '2f*5.25  i;a25.6U  i;25U.83  iMfi.OO     '     V.56O.66  1:560.66  2;i,6o.OO  2>0.00  2.UD0.00  2.UD0.00  2,1400.00 

3.093.50  3.565.00  9.875.00  U.15U.00         li,l2}.00      JiJSLS^         ?i"?-«>      JtOSlS^ 


317.09  •    289.22  •    962.90  •   U2U.97  •  70.682.00 

2,UD0.00  2,UO0.00  2.000.00        26,766.65 

U:929.00  5.059.00  5.076.25  U.U38.0O  9.323.75  3.625.00  },<V-67        66,271^.67 


Totftl 


nto  lo*«o  tetod  July  1,  1920.  Vklah  m.  offootlvo  ««>la«  tkroo 
1*^1.4  la  osMptlMM  to  «te  yrwvlaitBo  for  .eat.  to  bo  aaawod 
■Ofligaaoo,  aar  ropalra  aado  aaoo.aary  by  th.  oDoaml  aaMaa  of 
oaatro^ray  babaaaa  tka  aarrlor  and  tho  laaaoo  rogardlac  tko 
laterprotod  tho  laaaa  aa  ro^irlac  th.  I.**.,  to  aaauaa  all  aal 
p«altl«  of  tho  aalitaaaaoa  ...ta  at  th.  .arri.r  a.tually  aaaiai 
to  aalataln  tha  plaat  aad  bulldlaci  la  propar  eporatia«  oaadltl 
prMda.a  4ua  to  thair  othn-vlaa  bMoatnc  aafit  far  oparatioo  ai 

Loaao  aff^tlaa  July  1.  1929,  prorldaa  that  aarriar  *ahall,  apoa 
doflaltaly  iadlaata  akloh  party  la  raapoaaiblo  far  partloalar  1 
laiaflalta  prorlaloM  •t 

Tazaa  borao  by  tha  aarriar  aro  aot  prorldod  for  la  tha  laaaaa  pri 
aro  allaat  aa  tho  aattor  af  laaaraaoo  aoata  to  bo  bar«a  by  tko 

AttaaUaa  ta  4iraota4  to  tka  faot  that  aalatwiMia  oharcoo  «a  aat 
tko  aarriar. 


3.985.90  9.053.50  3.5*5.00  i.vn.V}         U.iSft.w         'h**^""         'HT?'*'*'  3i"?"~         ti7^"~         tt?-?^-~  /I'J^—  ^'''"^  ^^^  _— — .  ..     ■ "  

•    7.786.29    •    5.2U1.9U    •    5.9U7.7U    •  1U.U98J|6    •    6.536.12    •    9,U28.30    •  10.879.ii9    •  25.526.95    •  17.90U.30    •    7.83U.90    •  19.112.7U    ♦    8,009.59    •    7.155.09    •    6,006.97    •    6.987.90    •    5J.66.6U    •169.729.96 

,^    L..-  .     .AM    ^..w M ...^  .. ...  kk...^  k..^  aa4a4  j^m  30,  1929,  m4o  ao  apaolfla  prarlaloa  for  aalataaaaoo  ooata  to  ba  baraa  by  tha  aarrlor.     Ibo  aarriar'a  obli|atlaa  aay  ba 

br  th.  l.aaao  t«  th.  •ff..t  that  *Uoaao  ahall  aot  ba  bomd  to  aako  ropalra  mdo  aoeaaaary  on  a«oo«it  of  flra,  anl...  aaoawl  by  it. 
th.  .lOMoto,  aor  to  raaw  la  thalr  aotlraty  th.  Mfin..,  boll.ra  ar  fumaaaa."     Tha  U^atlcatlan  dlaaloawJ  that  th.r.  «■  aon.ldorabla 
t-ir-T-  anaoaaa  to  bo  borao  by  tha«,  raapootlToly,  vwUr  tha  aablfuoua  prorlaloaa  of  tha  laaaa.     tha  aarriar'.  of«ol»l«  «"*^t  J. 
aMuaa  aoatTaot  apaolfioally  o*raood  la  tho  oxaaptioi  rafarrad  to.     Thl.  Intarpratatlaa,  howoaor,  did  not  proaall  In  tha  aatual  dla- 
oortala  hoary  MlatOMaao  ooata  far  ahlah  Ita  obll«atl<n  UDd.r  th.  iM.a  waa  not  alaarly  aatabllahod  and  Aiah  wara  aaaaaaary  In 
.     ipparaotly  tha  aarriar  aaaaldorod  It  adrlaabla  to  aaauM  thle  azprnia.  rathw  than  Inour  th.  rlak  of  tha  la.aao  a  raaatlac  tha 
„  thua.  booaaaa  of  tha  abaaoaa  af  a  davad  far  tka  alarator,  bo  loft  without  a  toaaat.  ^      ^  ..>*i-  -»— .  *« 

wrlttaa  aetlaa.  mko  ordlaary  ropalra  to  tka  b«lldln»a.'     tha  aaiatonanaa  prorlaloaa  of  thla  loaaa  araaot  aafflalaMtly  alaar  to 
tOM  of  aoat  airf  It  la  aot  apparaot  tiMt  aay  af  tka  azpaaaoa  boraa  *y  '       aarriar  oaald  ha^  boaa  roooaarod 


or  to  tha  MM  offaottaa  Jaly  1,  1929.  and 
aarriar. 

a  aay  aaa^it  for  doyraalatlaa. 


tka  laaaoo  ndor  tka 

tka  Uttar  laaaa  ayaolfiaally  proaldaa  far  taxaa  aoaaaad  alaoo  Ita  offootlaa  data.     All  loaaoa 
aalM'a  rofalatl^a  aooowtlac  '«  doprooUtiaa  af  flaad  paopai^  la  optiaaal  «itk 


m  caxcAM,  Mxi  uun  tn  nctnc  iaxuut  commit 


n  at 


***«  1,  198l».  ♦•  J-.  30.  I9J*.  «d  to  lhr>««  fctl«*l  1u-1m»m  Corporation  from  July  1.  193^. 


(  i 

I  Oatobw  1.  I 


iBToatMBt  at  aleaa  of  f«rlo4 

Bmtala  roooivad 

kpanaaa  borna  Ij  aarriar  -  (A) 

■at  ratwB 

>m*  af  aaniaal  raton  oa  lawat 


(A)  •  Charaatar  of 

Ihlntiwawaa 

laaoraaoo 

Xaxaa 

Total 


axpaBoaa  fe« 


by  aarrl«ri 


OaiaW  *a  1 

ISBlt        .' IW 


35: 


•9(t0.699.Sa 


igy     «   "Twr 


•9i10.699.5a 

8.662.00 
5.797.10 

8.fleu.9o 

1.20K 


•9U2.529.0l4 

33^96. 00 

23.lU.ia 

9.756.82 

l.Qi49( 


•9U*.891.5U 
33.300.00 

63.9l1li.57 
•30.6U».57 
•       3.25JJ 


TEA! 

i^       «       WW 


•9liU.530.27 

33.300.00 

90.lU5.22 

•56,«»5.22 

•        6,0B% 


3E 


3CE: 


♦9U6.528.27 
33.300.00 
53.960.66 

«eo.6ao.66 
•      «a9)» 


•9U6.278.27 
33.300.00 

63,128.9U 
•29.828. 9U 
3.15* 


Tga: 


•9U6J1U6.86 

33.300.00 

5e,U79.09 

•  5.1T9.09 

0.55* 


■^K 


Abm 


iS::^-*1a2?1ral;.J&tiT:?L^aa;rnrb:^^^^  '-  ^-  '-^^'^  ''^  ^^^^-^  ^' 

«.  baaad  ..-g  ar  a  ^aati.  .r  •6e9.760.00-..laM{ai2-b;1.':;;rii-.;m'S  i^x"  iSurr^So^'CTt^'r 


•9U6J1U6.86 
57.382.23 

a6.U^.U3 
io.si»5.8o 

l.l6f( 


J22i. 


Total 


•9U6.UU6.86 
37.382.23 

23.819.75 
13.562.UB 


•9U6U1U6.86 

33.300.00 

28.307.U2 

U.99e.58 

0.53B< 


•9U6.UU6.a6 
33,300.00 

30.36U.U9 

2.W.51 

0.313« 


•9U6.LU6.a6 
16.650.00 

10,313.38 

6,336.62 

1.3U9K 


•366.63U.U6 
U56A5a.23 
•91.823.77 


^^tLl**  '•bruM-y  28.  1925,  aad  133,300.00  par  aanis  thn-aaftar.  tiM 
proporty.     Carrlar'a  fllaa  ladlaata  tha  atatad  r«ital  of  l3L.U8e.0O 
raoiMiiHitidBa  of  tba  Comlition  m  Doakat  lo.  5218.  '^•'*~* 


amo'tl^  J:??0;'lJ?S!'oi:1*,*t  ;^T:L^^ror'::oh^™.S1f'^lri.;?'i;J'roS•o5o^^^•  r\f  '-**^  -^  •»•*»•"  ,*  «.-  a.a  undar  .appl««Ul  !.**«  acra^^t 
-uiad  J«a  30.  1932.  aa.  1...  th«i  i.ooo.ooo  b«--l.  .Uppad.  aa  T'^.LtVlL'J  «  alif^^^a:^?^  w'SSi tt  .«i^  '"*•'  "  "^  "  "^"^     °^^  '-'^^  "»•  ^•- 


"^^'^J^l  I:  JSfc  -X-STo^'ti^S;  r4i^- -  :nrsi-xt'i9is^  ^•"•'  ^-  ^ 


par  wauB  on  tha  eoat  of  addltlaDi  and  battanamta  to  tka  prop- 


5UB.QU 
2.255.18 
g«993.88 


1.969.52 

8.97U.60 
12.797.06 


•  Ul.832.12 

8.976.03 

13.136.U2 


•  67U1U3.53 

8.975.32 

13.726.57 


•  32.U63.18 

9.IUI.77 

lg-3TC.71 


•  38.275.03 
10.281 .2U 
1^-372.67 


•  11. 825.62 
10.682.79 
13^970.66 


718.69 
n.Me.5U 
l^-'»09.20 


•  1.739.83 
10.71li.26 
11.366.66 


e.883.a 
9.881.77 


•  10.013.96 

9.881.75 
10.U68.78 


U.  799.65 
?i?l?'7? 


•W5.7i2.73 
105,872.90 
136.872.60 


^......L::rjr;i:.'!:r;:-'r "'"-"  ""-*  '"^^  '-^  '-^  ^'^  -^^  '-^  =s 

-Vaoiatl-.  af  ft«d  propar^^i:  ^W  TtTSJ  riiST"*  "*'•••  *'  "^  *^''^  "^  — *  '*  *.pr^i.tl«.     fcdar  tha  Co^aalo.'.  aooo^tlB.  ragulatl-u  aooo«tla,  far 
•  Xattoataa  Uaa. 
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WABASH      RAILWAY       C  0 M  P A  1  T 
Hector  at  BftBdolph,  (forth  EanMs  Citj),  Mltsoari 
LMit*d  to  UhlMsa  OralB  Coapoay  -  Trcm  July  1,  19^9 


XaT«staint  at  olot*  of  poriod 

Rontals  rooolTOd 

Sxpo:a««s  bomo  by  eorrlor  (A) 

N«t  rotura 

Ptr  oasit  of  oanual  rotum  on  iaTOotatat 


•  I 

I       Ally  1,       t 
I  1989        « 


July  to 


t 
•     «. 

1989        « 


352 


SS 


YB  Al 


321 


3ss: 


"i     January  ^     T 
I         Juno  "         t 

^9^ L 


Total 


♦  726,216.21*    •  731,29e.21  11.03^.916.61  ♦l,2U5.085.28  •l,2U5.296.37  11,2^5 •l4fl3.2U  ♦l.2U9,7l6.96  11.2^9.716.96  ^  ,.     ^  , 

17,7i40.1l»  35.788.03  65.I+56.O6  63.887.51  63,892.78  63,901.83  32,120.26  I  3t42.786.63 

17.103.70  28,200.lU  25,323.91  13,096.98  10.735.59  13,833.15  7.735.07  116.028,5U 

636.14*  7,587.89  1|0,132.17  50.790.53  53.157.19  50.068.68  2U.385a9  226,758.09 

0.173K  O.735J  3.223c  luoei  k.2T%  U.01^  3.909{ 

Uaso  datod  Ifcty  I6,  1929.  prorldoa  for  a  rontal  of  135^^.00  por  annum,  baaod  on  6^  of  an  agrood  Taluation  of  1591,333.33  pl««  6^ 
on  oott  of  additiona  and  bottorstnta.     Supploamtal  laato  <Jatod  Ifciroh  3.  1930.  proridod  for  oortain  spooifiod  additlona  and  laproro- 
■nta  to  tho  olrrator  and  tho  rontal  «aa  Inoroaaod  6%  on  tho  ooat  thoraof.     Purthor  rontal  inoroaae  ie  proyidod  In  aupplamontal 
laaao  datod  April  13.  1931.  at  53C  on  tho  ooat  of  a  1.000,000  buahol  inoroaaa  In  atorage  capacity  of  tha  elarator.     A  aaparata  agraa- 
Mant  datod  April  13.  1931,  proridod  that  laaaoo  would,  aa  ra<iairod.  adranoa  oonatmotion  ooata  of  tha  additional  atoraga  faoilitiaa 
to  bo  ropaid  by  oarriar  at  rata  of  $10,000.00  por  aonth,  with  Intoraat  at  5J(  on  unpaid  balanooa.     Tha  ooat  of  i^»roT«a«nt8  wao  in- 
cluded in  the  carrier 'a  InTeataent  aooount. 


(A)  *  ClMuractor  of  oxponaaa  borne  by 
earriari 

Ibintaoaneo 

Inauranoo 

Taxaa 

Total 


I     12,780.13    I 
1,278.57 


19,375.29  ♦ 

2,28U«83 
6,5i40.00 


15,1|27.66    I 
2,996.25 
6.900.00 


2,889.52    • 
3,110.96 

7.096.50      . 


1,002.78    I 

2,87lu81 

6,856.00 


•3,525.75    » 

2,387.1*0 

7,920.00 


2,Qia.78  I  57,0142.91 

l,322.oy*  16,25U.88 

U.371.25  1*2.730.75 


I     17,103.70    I      28.200.li*    I      25,323.91     ♦      13.096.98    I      10,735.59    ♦      13,833.15    ♦        7,735.07    ♦  116,028.51* 

Tha  loaao  roq^lraa  that  tho  carrier  ahall  aaauao  the  ooat  of  inauranoo  and  tazoa  and  all  Baistananoe  exponae  azoept  ordinary 
ropaira  aa  are  re4iuired  from  day  to  day.     The  earrier'a  rooorda  do  not  contain  auffieient  doacriptlTO  detail  of  the  nature  of 
■aintenance  work  perforiMd  to  elearly  indicate,  in  erery  inatanoa.  whether  the  work  waa  of  a  character  that  ahould  be  aaaunod 
by  the  leaaeo.     The  carrier* a  filea.  howoror.  indicate  that  conacientioiia  effort  waa  Bade  to  apportion  auch  expenaes  in  ao- 
eordanoe  with  the  teru  of  the  leaae.     Attention  la  directed  to  tha  fact  that  the  recorded  nainteoanoe  chargea  do  not  inolude 
any  airaita  for  depreciation.     Thider  the  CoHBiaaion*a  Claaaifioationa  accoimting  for  depreciation  of  fixed  property  ia  optional 
with  the  oarrior* 


IB  CHICAOO,  MCI  ISUID  AID  PACIFIC  lAinAT  COPAIT 
Blmton  »t  bwM  city,  Emmm,  -  laow  m  BlrMten  "i"       -ii-      nr-  — ^  iHUi 


~       JUIy  t« 


lB««alB«8t  «t  oloa*  of  p«rlod 

Sontala  roealTod 

txpna»u  born*  by  earrior  -  (A) 

■•t  ratnrn 

Pap  aaat  of  aumial  raturn  to  InraatMiit 


July  1.  19eSi 
•967,917.16 


Daaaabar 


T^T 


•972,ali5.97 

l8.8O3.9ii 

17.7l«0.62 

1.063.3? 

0.22^ 


T2L 


"gar 


•972,8(45.97 

37,607.88 
26.653.50 
10,95l*.3« 
1.133« 


•976.681,87 
37,607.88 
26.662.65 

10,9U5.23 
1.12< 


:m: 


TgC" 


r  X  A  s 


•976.681,e7 

•  u.512.14 

•  o.i6gt 


•9?6,681.27 

J 7.858.014 
6.1*18.17 

•  6,580.13 

•  0.875C 


"gfT 


22: 


•976.681,27 
37,858.01, 
23.558.71. 
lii,279.30 


•1.213.735.38 
la.63i.8l 
5*4.398.27 
7.i»33.5l4 
0.6VC 


•l.?li4. 178.12 
52,358.11 
23,589.99 
26.768.12 
2.37!t 


^^^^  '  KVi 


•January  "to" 
July 
^935 


Total 


•l,21ii.  178.12 
52,056.12 

33,893.52 
18,162.60 
I.505C 


•l,21i*,178.12 
52,056.12 
35,038.27 
i7.Oi7.e5 


•1,2124.178.12 
30,366.07 
18.602.92 

11.563.15 

1.6^4^ 


I»Ma  datad  July  22.   1925.   prorldad  fop  a  .tatad  pwrtal  of  •37  6ffT  SB  «--  .—  ,       z* 


•4436,297.95 
329,202.73 
107.095.22 


(A)-Charaotar  of  axpoMaa  boma  by  earriart 

Italntenaiwo 
Ia«ur«naa 


Total 


6.ai49.3U 
1,71*6.56 


5J465.I7 

3.1469.69 

17.7ie.61i 


5.398.18 
3.119.53 


•  2i.6t4O.05 

3.119.53 
17.686.^ 


•  214.906. 13 
2.916.514 


•  17.71,0.62     t  26,653.50     •  a6.662.65     •  1*2.1^.08     |  I46.ae.i7 


2.652.12    • 
2,916.514 
17.988.08 


15,7014.1,9 

1,873.53 
16,820.25 


•(Cr)(l4,537.90)# 
1,357  J*0 
26.770  J^? 


1,666.(9 

1,356.02 

30.669.1.7 


2.786.514 

1.265.82 

30,963.91 


'^^-^^'''^U^^^  ryrapl.c.«»t.     f         M  ' '     '       *' 

duping  th.  yaar  1927.  th.  UabUltrfor  S  ZI  dSaJ^v  S^'T"'*     »•  ln..,tlg.tio„  dl.,1.,^  that  thrc^urattl'St^T'^'nir****'?-  «»*"•••  »»<>11t..  app«rtananc..  «d  applUnoa. 

Attantlm.  4-  -.4       *-.  .  **                 "'"  additional  faolUtlaa  eorarad  by  loaaa 

Attaatloii  la  dira«tad  to  tha  fa«t  that  mmi,t*mmmm^m  -w-           ^  *"»•• 
la  optloMl  with  tha  oarrlw.            ■^*««>«  eKargaa  do  aot  iaeluda  aay 


141*0.97 

735.01 

17,6g6.9U 


•  80,975.12 
23,680.17 
22U.;l47Jil^ 


•  23,556.714    •      3U.398.27    ,        23,589.99       •      33.«^3.52    •      35.O38.27    •      I8.8O2.92    •329,202.73 


•at  aradit  of 
aoapaniaa  la 


«»«,^u„„.    «- «,.  c«..,„..  „,„„^  „^^„.„  .,     «^,„,^.,.„„.,„.^^^^ 


Zadiea.aa  loaa. 


.t:2i.';.i«~r;:^jj:rsL-^  :,-^.':,'rrjr-.i'S.^?°»T  —«  -  -— 


la  1951. 


eno&oo.  inuiiom.  tr.  paiil  tm  none  iuukud  cowait 
if&rai  tf  KAMAi  om,  KMoma.  •  dohi  mm  eonnu  iutatcr. 


to  ■!■»■<■  Ifcf  U>'L— d»l» 


(Slwada-aaclda  Orkla  Co.  -  pr«d«o«««ar)  trtm  *tif  I,  1907 


I  I 

t      Jtmmry  1,     i" 


T  B  A  t 


J2». 


19« 


igee 


J2Q. 


jsei. 


JSSL 


J2BL 


ja«. 


}3SL 


J33S- 


wn 


1938 


J2iL 


J122L 


I    J»aimrj  1  i 

I  to  I 

'•      Am*  30    i 

J 122 L 


Tatol 


lavaa   'imt  «t  slis*  of  period 

'.rtito)  laaoao 

Jip*»tf»  Isourrod  )iy  oerrlw  -  (l) 

'ft  p«*am 

P»r  <Mr%  of  •aaual  rotttm  to  tav««ta»«i« 


(1)  •669,5^.79 


1673.913.85  •675.913.95 


27.6l4l.0(* 

82.773.75 

U.967.29 

0.79 


2C,at«6.96 

7.99i».oe 

1.13JI 


♦679.170.78 

rr.6ia.ait 

21.788.69 
5.952.36 

o.a^ 


•675.030.22 

>7.6U.0b 

a8.155.«7 

5J*B7.17 


•675.C9O.22 

K7.6ltl.Cl» 

26.06e.al« 

1,579.20 

0.2391 


•678,609.57 

27.6Ul.0l* 

33.827.79 

U«i  6.186. 75 

U««        0.9U( 


•679.053.11 

27.fiU.0i* 

28JU31.W 

U««  790.1*2 

Loao     O.I21C 


•685.037.19 

27.ai.a(« 

23J»35.89 

U.205.15 

0.61% 


•687.502.19 

25^*98.91* 

U5.3«*7.75 

LoM  19.at«8.81 

Lo«*         2.09PC 


•688,553.69 

22.500.00 

33.206.70 

Lm*  10.706.70 

1.5« 


•666,562.72 
22,500.00 

2U.lU3.70 
Uot  I.6U3.70 

umio      o.zyt 


#688.562.72 

22,500.00 

2U.82e.06 

Loaa  2,328.06 

U««       0.3l«)( 


•668,562.72 

22.500.00 

18.198. 31 

U.301.69 

0.63* 


•688.562.72 

22,500.00 

20,068.29 

2.U11.71 

0.35* 


•688,562.72 

22,500.00 

22.806.25 

Loaa  306.25 

Loaa    O.QfSH 


•668,562.72 

11,250,00 

10,29U.85 

955.15 

0.2B% 


♦392.877.26 

597A37.15 

loaa  U.559.89 


(1)  rapraaot^to  v«1m  ••  of  Aim  30,  1918,  aa  tami  ty  tlia  CoMiaalaB  (•666,996.00)  plM  •44iU«M  uU  btWar— to 


BtUs  to  •571.79  AorUc  <*>•  y«M-  1919. 


Qm  wrlctaal  l«»a«  to  SlaoBda-Shlalda  Oratta  Conway.  «»tod  J«aia  5.  1907.  wa  offoatlv*  July  1.  1907.     ta»M  tetod  Jaly  15.  1913.  proridaa  for  a  rostal  of  19.500.00  p«-  aaaw  Md  U  l«%a«  datoi  Ootobar  30.  1918.  to 
8lMnda<«liialda-Lona'te1«  drain  Coi^puy,  axtaaidlas  «>•  prior  la«a«a  from  iiifuat  1,  1918,  It  la  ttotod  that  by  Mtml  ayaaawet  th«  19,500.00  p«r  aaiuia  raatol  baa  boan  lawaaaod  to  •19>7U3>63  p«r  •aa<m  affoatlTa 
prior  to  Aaipaat  I.      ^V"     and  ttwt  parav«at  «3  th«  raooaawiidatlaD  ^f  tha  Tatoratata  Coaaan-a*  roasiaalaa  tha  raotkl  toa  ^*m  fiirthar  laoroaa«4  to  127,6^.1^  par  anniiB  affaoUT*  July  1.  1918.     Im««  i«t«d  Juaa  29, 
1928,  pr«Tldaa  fw  *  raatol  of  $22,900.00  par  aaniM  froM  tagoat  1,  19B0. 


Ctorkotar  of  azpsaaaa  borra  by  wirrlart 


I  1U,739.9«*  •  ll.<m.51    •  ikMf^M    •  15.253.61  •  18,211.01 

166.98  660.50 

909.99       IJ199.OI1         1JII93.28         ljbn.27  1.958.98 

Tiia^'g      6,gaa.iti       },ao6.?it       },2t,o.oi  ?,»?2.:? 


•  18.622.80  •  13.353.91  ♦  12,903.89  •  35.091.69  «  25.26U.9U  •  1U.U52.96 

ib6.13  1*38.10  152.86  998.08  681.i«  676. 16 

3.««il*.53  l».22e.9B  U.552.16  U,095.11  3.759J«  3.J«2I*.25 

10.71if.55  10.U30.63  5.5U6.98  5.56U.87  5.520.88  ?.610.?1 


I  IU.795.62  »     7.658.U3  •  10,820.59  •  12,896.07  •    U.991.66 

595.58  U85.56  UU7.au  U06.73  2ii.au 

5,826.56  U.O6I.71  3.51U.83  3.891.09  2,2U3.6U 

5.610. 30  6.012.61  5.305.03  5.6IU.36  2.aU8.51 


•2U3.35U.89 

6,767.07 

U8,5U8.25 

96.766.9U 


Total 


•  22.773.75  •  20,Ol«S.96    •  21,788.68    •  22,153.87    •  tft.Ott.fll,        •  53.887.79    •  28A51J|6    •  25J»55.a9  •  U5.3U7.75  •  53.206.70        •  2U.lU3.70        •  2U,828.06    •  18,196.31    •  20,068.29    •  22.606.25    •  10.29U.85        •397.U37.15 


Iha  avrraat  loaao  provldaa  ttox  U*  aarriar  atoll  aalatola  and  r*p«lr  too  balldla(a,  tarlak  bollar  aottln(a  and  tw>ka  atook  aad  rot^torao  tha  loaaoo  for  «a(oa  paid  a  aaohlalat,  not  azoMdlac  II66.66  por  aoath,  and 
•oat  of  aatarlal  purabaaod  for  ropalra  to  olraator.     Tha  loaao  la  allant  la  tka  aattar  of  obllg^tloa  to  aaaioaa  tko  aoat  ot  aatar,  laaoraaoo  and  taxaa.     Opoa  laftiry  aa  to  tho  raaaon  for  oarrlar'a  aaa«ptlaa  of 
aatar  oMt.  tka  iavaatl^tor  aaa  lafarwd  tbat  aiaaa  tka  aarrlar  tod  torM  tkat  aorpMiaa  la  tiM  paat  ■•  atta^pt  vwOd  ba  aada  to  aklft  tkat  aocpaaaa  to  tiM  l—^  dvUg  tka  tar*  af  tka  praaast  laaaa  akiak  as- 
piraa  My  51.  1938. 


•  la  datall  r—mr*B  af 


■tal 


amttakla  far  tka  yMrlad  friar  to 


X,  i9ia. 
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▲FPXHDIZ  -  Section  0. 


Sesolts  of  laaiix^ 
Ttm  Atchison,  Topdca  A  Sftnta  f^  l^«  Co«» 
elerator  at  Argentine.  lansat  to 
DaTie-Voland  Merrill  Co» 
Stora^  Capacity  of  the  elevator  10, 329 ,000  lutbelt 


Bental  incoflie  Jan,  1,  I33I  to  Jane  30,  I933 
liqpenee  paid  V  carrier  owner 

Balance 
Bipreeiatioa  1^  per  cent  on  orii^inal  cost  plus  land 
(|lf,0)46,87^)  $60,733*^  VT  annom  ^l^  jmrn 

Deficit 

Betom  on  investinent  for  elerator  proper 

6  per  oent  on  ori^^nal  cost  —  $2^2, 932*^  per  annim. 

Deficit 

SuDis  and  maintenance  on  yard  tracks  or  sidings  irtiioh 
a  private  ovner  of  siiiilar  property  would  pay  hased 
on  respondents  figures  (^  7oars) 

Bespondents  valne  of  land  and  tracks  $100,000 
6  per  oent  return  ($6,000)  per  annum  Mi  years 


$  6l7,357.n 
^89.019^10 
22g,33«.7l 


27^.^00,^S 

U)(,96l.0ii 


1,13«,157.62 


k.2}2.ZZ 


27,000.00 


Deficit  tmder  adequate  return  on  the  property   $l,l69«3S9«^ 
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B«mlt«  of  l^atii^ 
fiKt  ChieacOt  Burlincton  A^vlasj  •Ivrator  at  lorth  lansaa  Citgr 
Laaaaa  fanwrs  4  latittnal  Warehouse  Corporation 
AetiffBee  of  laXl-Baker  Qnln  Co* 
Capaeitj  2,lK)0.000  teabelt 


XieoM  Jan.  1,  192$  to  May  31*  1933 
l^penaea  «f  earrler 


Benainder 


$    ^7^.5«3.«5 
36l,»»7.l9 


Bq»eciation  H  tlMs  $1S»39^«1^  (Xi  i  of  $l,?39t609)  176,g»4.^^ 

Bet                    #  1SU,762.86 

litium  oa  lirrestamt 

3k  Ifrn)  tiaee  $7^.376*3^  (^  on  orlfioal  ooot  plus  land)  706.S77.M 

Deficit  321»81^*27 


letiaated  taaee  and  aalnteoftnee  of  elevator  traoke 
9^  tiaeo  $713  (po'  annua) 


52S,5«7.77 


G)(  return  on  eetiaaitad  Talve  of  land  and  eloTator 
(♦20,925)  for  H  jMkra 

fetal  diflelt  for  leaee  period  9i  T^^^^ 


11-^27.2^ 
$  5^,515.02 


#  fbe  net  after  depreoiatlon  ie  eqpial  to  l»^Bfi  per  anmui  on  OrlciMl  Oeat 
plTis  present  Talve  of  land  or  1*76  per  eent  per  anmu  on  depreciated  coat 
ef  reproAootlon,  193H  period  prleee  plus  preeent  Talue  of  land* 


^^" 


Tk 


Sasolts  of  iMtlnc 
The  Chicago.  Ililwa^ee.  St.  Paul  and  Pacific  By.   aierator  at  Kansa.  City 

Simonds.  Shields,  Lonsdale  Con?)auy  lessee 
Storage  capacity  2,«52,6oO  bushels 


Rental  income  Jan.  1,  192O  to  July  1.  1935 
Expenses  of  the  carrier 


Lost 


♦    392.«77.26 

^.559.89 


Estimted  Depreciation  based  on  3  per  cent  of  original 
cost  for  15^  years 

Deficit 

fietum  on  property  six  per  cent  on  orlglxml  cost  for 
15i  years 

Estinated  taxes  and  maintenance  cost  of  necessary  tracks 
$2,te7,50  per  annum  I5J  years 

fietum  on  Talue  of  land  and  tracks  serriiig  the  elerator 
^  of  $47,113  ($2,826. 7«)  for  15i  years 


330.774.Q6 
335.33^.85 


661,5^.92 


37» 626.25 


Total  deficit        $1.07«,326.U 
X    In  this  connection  attention  is  called  to  the  fact  that  tb«  m^ 
lessee  has  used  the  property  throughout  it.  serrice  life  and  the  Bure«i 
Of  valuation  reports  accrued  depreciation,  of  |5V*.569.00  based  on  the 
difference  between  Original  Cost  and  Original  Cost  depreciated 
(see  Appendix  B). 


Besults  of  leasing 

Chicago.  Book  Island  8t  Pacific  By.  elevator  at  Kansas  City 

Simonds,  Shields,  Lonsdale  Coiopany  lessees 


Storage  capacity  3,731,280  bushels 

Bentals  reeelTed  Jan.  1,  193I  to  July  1,  193^ 
Ixpenaes  of  carrier 

Remainder 


$    22s, 66S.^ 

1U^,722.97 
82,9^.26 


Istimated  depreciation  ^  years  at  1^^  per  cent  of  original 

cost  (17,72M5)  79.759.55 

Net  3il85.71 

Return  on  property  6  per  cent  on  original  cost  (70 #897 •38) 

J44  years  319.0U8.21 

Deficit  31^,862.50 


Istioated  track  maintesanee  U^  years 

Betum  on  Talue  of  necessary  trackage  6  per  cent  of 
9.U06.67  ($56U.l40)  for  k^  years 


1 ,575.00 


2.5^9t80 


Total  deficit        $    319.977.30 


Btsoltt  of  leasini; 
Ttm  fabatb  Hallway  Conpaa^  alaTator  at  DanBat  City,  Mo. 

Uhlnan  Grain  Company  lattaa 
Storage  capacity  4,137.120  boshalt 


Hental  Incone  Jan.  1,  I931  to  July  1,  1935 
Xjq>en8«8  of  carrier 


fiaoainder 


$    289,25g.J|6 
70.724,70 

218. 533. 76 


Depreciation  2  per  cent  on  $1. 288,514  ($25,770.28)  tlMt 
4^  years 


Bet 


125.q66.g6 
92.567.50 


Approximate  cost  of  taxee  and  maintenance  for  necesiary 
tracks 


13.500.00 


Betum  on  cost  of  reproduction  at  1934  period  prices  depreciated 
plus  Talue  of  necessary  tracks,  $1,147,713.97  at  6  per  cent; 
$68,862.84  for  4^  years 


Deficit 


309. 882. 7^ 
$  23O.8i5.28 


#  KialTalent  to  a  return  of  1.88  per  cent  on  depreciated  cost  of  Bepro- 
auction  1934  period  prices  or  I.59  per  cent  on  Original  Cost. 
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Basalts  of  leasing 
Chesapeake  &  Ohio  By.  Co.  elevator  at  South  Chicago 
Bosenhaum  Brothers  lessees 
Storage  Canity  4.000,000  hushels 


Bental  iocome  Jan.  1,  I93O  to  July  1,  I935 
Ixpenses  of  carrier 


Benalnder 


$  374,658.41 
1^2i9?gt6^ 
^1.659.78 


Depreciation  li  per  cent  of  original  cost  ($14,633.07) 

5l7«ars  80.481.89 

»•*          #  151,177.89 

Betum  6  per  cent  on  original  cost  ($58, 532.28)  5i  years  321.927.64 

Deficit  170,749.65 


Betorn  on  necessary  land  and  tracks  used  by  elerator 
6  per  cent  on  $24,372.85  ($1,462.37)  5i  T^ars 


7.>IO4.30 


(a)  Total  deficit    $  178,153.95 

(a)  Does  not  iocluds  taxes  and  maintenance  relating  to  elerator  trackage. 

#  XqulTalent  to  2.S  per  cent  on  Original  Cost  or  2.38  per  cent  on  de- 
preciated cost  of  reproduction  new  at  1934  period  prices. 


^ 


1^ 
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Besoltt  of  iMisln^ 
Chicago  A  16pth  Western  Sallvay  Co,  eloTator  at  South  Chicago 
Cargill  Ileyator  Co.  asslsnae  of  BotanlMnim  Brothers  lessees 


Stora^  Capacity  10,000,000  hashals 

Bental  Inooae  Jul/  1,  1937  to  June  30,  I935 
ft^enses  of  carrier 


$1,512,292.35 
59>».4iq,U6 

918,672.89 


Depreciation  ij  per  cent  on  original  cost  S  years  tioas 
$72,997.11 


I^t 


Be turn  6  per  cent  on  original  cost 


Deficit 


Istimted  oaintenance  cost  for  k,l^  ailes  of  track 

Betum  on  necessary  traclcage  Talued  at  $117,523.90  at 
6  per  cent  per  anmui 


333.«96.0l 

2.-^l'S.907,Rg 

2.002,011.31 

18,203.20 


56.>H1.>A 


Total  deficit        $2,076,626.15 

X    IqtolTalent  to  .93  per  cent  on  depreciated  cost  of  reprodoction  at  I93U 
period  prices  or  .«5  per  cent  on  Original  Cost. 


Besults  of  leasing 

The  Chicago,  Rock  Islcmd  A  Pacific  Railway  Co.  elerator  at  South  Chicago 

Lessee  Farmers  Rational  Warehouse  Corporation 

Accessor  to  J.  C.  Shaffer  Craln  Company 

Storage  Capacity  ^,500,000  bushels 

Rental  income  Oct.  1,  192^  to  June  I935  $    366,63^.^6 

Izpenses  home  hy  carrier  U58.U5S.21 

Out  of  pocket  loss      91tS23.77 

Dspreciation  1^  per  cent  on  original  cost  for  10  3/U  years        Zk'^.Skk.Sl 

Deficit  335. 66s. Go 

Return  6  per  cent  on  original  cost  or  $90,728.9^  per  anrnm        975.336.10 


Return  on  neeessazy  tracks  yalued  at  $119,261.31  at  6  per 
cent  per  annua 


76.921.56 


Total  Deficit    $1,387,928.26 

The  total  deficit  for  the  10  "^fk  year  leasli^  period  is  approzinately 
eq[ual  to  the  Talue  of  the  propoerty. 
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Itesaltt  of  l^atii^ 
Tb»  V9m  York  Central  B.  B.  Co.  olrvator  at  Indiana  Harbor 
Bartlatt-Traziar  Grain  Co.  lattaa 
Storage  Capacity  1,250,000  Imshala 


Eental  incona  July  1,  192O  to  Octobar  1,  I935 
Ibqpanses  of  carrier 


Balance 


Depreciation  ij  per  cent  on  original  cost 


I«t 


$      35H.O92.76 

190,369.^0 

#  9J*,173.96 


Hetum  on  elerator  proper  6  per  cent  on  coet  of  reproduction 

19lU  period  priftim.  depreciated  I5-I/U  yeare  372,12S.ltQ 

Dafldt  27«.151.^ 


Betum  on  necessary  trackage  6  per  cent  p^r  annua  on 
♦W.73O  (15-1/^  y«ars) 


17,137.95 


ISsxes  and  maintenance  on  such  trackage, 


pratlally  estlnat«d   12.192.7'} 
Dafldt       $   327.^.U 


#  Equal  to  approximately  ij  per  cent  return. 


iSTmnix  -  sxcTioN  s 


Statsment  of  Mr.  S.  S.  Shoup,  Engineering  Assistant 


1 


The  following  is  an  estimate  of  the  operating  savings  that  could 
©e  acconrplished  through  the  coordination  of  railroad  owned  grain  ele- 
vators in  Kansas  City: 

The  general  theory  upon  which  it  is  "based  is  that  warehouse 
receipts  would  be  iswied  to  purchasers  of  grain  ftoich,  when  sold  would 
he  withdrawn  from  that  elevator  which  would  occasion  the  least  terminal 
switching  in  its  shipment,  arain  arriving  and  bou^t  by  a  company  in 
the  coordinated  operation  would  be  stored  in  the  most  convenient  eleva- 
tor and  the  purchaser  would  receive  a  warehouse  receipt  for  that  amount 
and  quality  ^ich  woTild  be  redeemable  at  any  of  the  coordinated  eleva- 
tors. Grain  purchased  by  mills  wo^ild  be  handled  as  at  present;  that 
is,  the  actual  car  purchased  would  be  delivered  to  the  mill  -  no  change 
In  handling  reconsigned  cars  is  considered. 


1. 


2. 


3. 


The  following  statements  accooqpany  this  report: 

Number  of  loaded  grain  cars  for  line  haul  from  each  rail- 
road owned  elevator  to  each  road  (including  the  road 
owning  the  elevator)  by  line  haul  roads  for  the  year  1931, 

Cars  received  by  railroad  owned  elevators  June  13  to 
August  28,  inclusive,  as  reported  by  joint  terminal  grain 
CQonittss. 

Report  of  Joint  terminal  grain  coraraittee  of  cars  re- 
ceived and  cars  unloaded  June  13  to  August  28,  1931,  by 
roads. 


4.  Grain  in  various  railroad  owned  elevators  at  the  end  of 
each  month  in  1931. 

5.  Board  of  Trade  data  for  1931  covering  bushels  received 
by  months,  bushels  shipped  by  months  and  cars  brought 
to  Kansas  City  by  railroads. 

The  statements  referred  to  are  voluminous  and  have  not  been 
reproduced,  A  copy  may  be  secured  by  application  to  the  Federal  Coor- 
dinator of  Transportation,  Washington,  D.  C. 

There  follows  a  typical  comparison  of  switching  operations  re- 
quired when  a  car  of  grain  is  taken  to  the  elevator  of  the  road  bringing 
the  car  into  the  terminal  and  when  it  is  switched  crosstown  to  the  ele- 
vator of  some  other  line: 


82 


CAR  TO  OIRf  ELSYATQR 

1.  Enters  recelTin^  yard. 

2.  Classified  in  classifi- 

cation yard. 

3.  Taken  to  inspection 

point. 


4.  Taken  to  eleratop  yard 
and  unloaded. 


5.  Classified. 

6.  To  road  or  storage. 


5AR ^TO_C^ONlfBCT  ING  LINE  BLEVATOR 

1.  Enters  receiving  yard. 

2.  Classified  In  cUssification  yard» 

3.  Token  to  inspection  point. 

4.  Taken  to  outbound  classification 

yard. 

5.  Classified  for  connecting  line. 

6.  ArriYos  at  receiving  yard  of 

connecting  line. 

7.  Classified  for  elevator  delivery. 

8.  Taken  to  elevator  yard  and 

unloaded. 

9.  Taken  to  outbound  classification 

yard. 

10.  Classified  for  delivery  home. 

11.  Arrives  at  receiving  yard  of 

liome  road. 

12.  Classified. 

/ 

13.  To  road  or  storage. 


mn^.m.r.^         f^f^^  "f  ^^  P'®^®^*®^  »9  typical  Only  -  in  some  cases  the 
^vements  outlined  above  are  combined  as  when,  for  instance,  a  road 

^i^  ti«.r/^h'^^  f"^^  *^'  ^'»  inspection  point  is  merely  a  desig- 
^I««n  «o?i.  ^'f  ^^««^5^°^*ion  yard.  Sometimes  during  the  rush ^ in 
c?assifiI2tii^''^?>,''^'^'"  ^*  -^^^"^  ^'°°^  °^^  ^^^  to  another  and 

S  be  t^en  ?o  L^^^^^^  ^^^  "^^^^^^^  ^=  ^^-   entire  cut 

may  oe  taken  to  the  elevator  yard.  There  would  be  still  other  exceT>. 

tions.  but  in  total,  they  would  onV  amount  to  a  .nail  percenta^e?^ 

termin.i'^%'''^'^^*  f^^'^  ^'  ^""^  *  """   ^^^^^^  ^^^  e^^^^   entering  the 
ih™e^a;s  ?«r^r*it^'  "'?•'?  switching  as  shown  above  is  Just^he  same 
where  cars  loaded  with  grain  leave  by  a  road  other  than  the  one  on  wh^h 

rec%i%'"r:he  r'oar^*'?  '"^^   J'^f"  '^^  °^-  ^^^«  '^   beca^:e  the  li^e  "^ 
Th!!i  n^^  ?    f"^  ^^   ^'^  outgoing  grain  furnishes  the  cars  for  loading 
l^^Ltl^        ""   '^  ^^  "^^'"^"^  crosstown  empty  and  back  loaded?  Thts   * 
tlc^.  '•'''"^  °^  *^"  '*"  «^^«^  ^^  ^^  «^^«"  switching  i.  liSn- 

AAA4^^     ^f®'®  ^*^'  ^"  "°^®^  ^^  connecting  lines,  there  are  seven 
additional  movements  required.  On  an  out  of  pocket  basir  theirmov^. 

sf  t"o::r.f 5o'%'h.'T^°^^^^^°^'  -  ^^^^^  ^  5SriMch':::ir::;;e 

ll    lll\t^   .        ^^^^  ^^^  ^^*  ^^^^^^^  ^^^  ^*«™»  <>^  maintenance  of 
wv.  car  maintenance,  car  hire,  supervision  nor  overhead.  While  ?t  i. 
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acknowledged  that  neglecting  the  items  of  s\q>ervi8ion  or  overhead  can 
be  carried  to  the  point  of  making  these  items  unduly  burdensome  on 
other  classes  of  traffic  not  exerapted,  it  seems  for  the  purpose  of  this 
study,  proper  to  neglect  it.  Maintenance  of  Way  per  car  on  a  cross- 
town  movement  would  amount  to  little.  Car  maintenance  could  be  deter- 
mined on  an  average  basis  and  would  aipjunt  to  say  7  to  10  cents  a  car, 
bat  is  not  included.  Car  detention,  especially  daring  the  grain  rush 
is  an  ixsportant  factor  because  of  getting  cars  back  to  the  loading 
areas  as  quickly  as  possible.  It  is  also  a  factor  of  moveoent  at  other 
times.  The  average  excess  detention  of  cars  interchanged  in  grain 
movement  was  determined  as  slightly  over  24  hours  and  for  this  deten- 
tion $1.00  is  added  to  the  direct  transportation  cost,  making  the  total 
cost  for  erosstovn  switching  $4.50  per  car. 

The  following  table  shows  the  amount  of  grain  brought  in  Kansas 
City  by  roads  and  the  amount  taken  out  from  railroad  elevators  by  roads. 
This  table  shows  clearly  that  in  order  to  satisfy  the  outward  movement 
from  Kansas  City,  it  is  necessary  to  distribute  the  incoming  grain. 
Attention  is  called  to  the  fact  that  while  the  Alton,  Wabash,  Milwaukee, 
C.a.W.  and  K.CS.  brought  in  negligible  quantities,  the  outward  move- 
ment on  these  roads  was  considerable*.  The  Santa  Fe  which  broui^t  in 
36.7^  of  the  total  moved  out  only  11.74^  of  the  grain  from  railroad  owned 
elevators. 

The  Santa  7e,  Missouri  Pacific,  Rock  Island  or  Burlington  could 
not  possibly  have  unloaded  in  their  respective  elevators  their  grain 
receipts  during  the  month  of  July,  1931.  Even  if  the  capacity  of  the 
elevators  had  been  sufficient,  the  unloading  facilities  would  not  have 
been  adequate  to  unload  the  volume  without  excessive  car  detention  and 
the  resulting  congestion  of  their  yards. 

Table  II  shows,  for  the  rush  grain  season,  (June  13  to  August 
28,  1931)  the  number  of  cars  delivered  to  railroad  grain  elevators  and 
the  disposition  by  roads.  It  also  shows  in  the  last  column  how  many 
ears  were  delivered  to  the  elevators  of  other  roads  by  the  roads  bring- 
ing in  the  grain,  which  could  have  been  acconnodated  at  the  elevator 
of  the  inbound  road  haul  carrier.  Since  this  was  the  actual  performance, 
no  question  of  capacity,  either  of  the  elevator  or  unloading  facilities 
can  be  raised.  It  is  altogether  probable  that  more  cars  could  have 
been  saved  crosstown  switching  that  this  table  indicates,  but  as  to 
that  number,  there  can  be  no  question.  Table  II  covers  the  peak  period, 
at  other  normal  periods  when  fewer  cars  were  coming  in  and  the  unloading 
capacity  was  not  the  controlling  feature,  unquestionably  a  greater  per- 
centage could  have  been  saved  from  crosstown  switching.  The  point  at 
issue  in  this  case,  however,  is  to  keep  the  grain  distributed  to  best 
advantage  for  outward  movement.  This  problem  would  be  one  that  some 
central  authority  would  be  compelled  to  direct,  with  a  good  knowledge 
based  on  past  performance  and  requirements.  Table  II  indicates  that  a 
minimum  of  8,218  cars  would  have  been  affected  during  the  period 
covered.  Since  this  represents  38^  of  the  grain  receipts  for  the  year. 
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the  total  for  the  year  is  estimated  at  21,626  can.  Th«  detail  m>on 
which  Tahle  II  is  ^ased  will  be  found  in  Statement  II. 

Table  III  shows  the  receipts  of  grain  bj  months  in  bathals  at 
reported  by  the  Board  of  Trade.  This  has  been  reduced  to  care  on  tha 
basis  of  1,600  bushels  to  the  car  and  the  percentage  of  each  month  to 
the  yearly  total  shown.  July  is  the  big  month  with  27.8^  of  the  total 
^^  ^^^^  second  with  10.64  of  the  total.  The  rest  of  the  months  vary 
from  8.0%  in  Kay  to  4.li   in  December,  the  variation  being  slight. 

Table  IV  shows  the  outward  movement  of  grain  from  railroad  own- 
ed elevators  for  the  year  1931  divided  between  movements  from  elevators 
owned  ^  the  outbound  road  carrier  and  elevators  owned  by  other  car- 
riers. This  shows  that  23,763  cars  were  switched  crosstown  in  outward 
movement.  Table  IV  is  based  on  the  detail  shown  in  Statement  I. 

As  previously  pointed  out,  the  excess  switching  required  on 
inbound  and  outboimd  cars  is  identical  when  crosstown  switching  it  ix^- 
volved.  As  shown  by  Table  II  the  estimated  number  of  inbound  movvnentt 
on  which  twitching  could  have  been  saved  was  21,626  cart.  R-om  Table 
IV  the  outbound  movement  on  which  switching  could  have  been  saved  was 
23,763  cars.  Thir  makes  a  total  of  45.389  cars  which  were  involved  in 
interchange  movements  and  incidental  twitching  incurred  thereby. 

▲s  previously  developed,  this  excess  switching  is  estimated  to 
cott  $4.50  per  car,  which  applied  to  45,389  cart  aaountt  to  $204,250.50. 
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Table  thowing  total  receipts  of  grain  and  shipment t 
ftom  railroad  elevatore-Iansas  City-Tear  1931 


Alton 

A.  T.  A  S.  7« 

C.  B.  A  ^. 

c.  a.  ¥• 

C.  M.  St.  p.  A  P. 
C.  R.  I.  A  P. 
X.  C.  S. 
U.  K.  A  T. 
Missouri  Pacific 
St.  L.  AS.  '■ 
Wabash 

Union  Pacific 
Total 


Total 
In. 

Per- 
cent. 

Prora  KH 

Xlevators 

Out. 

Per- 
cent. 

42 

3,678 

7M 

35,434 

36.7^ 

5,848 

ll.TjS 

17.051 

ll.Tf, 

7,092 

14.3^ 

440 

0.^ 

2.457 

4.9^ 

00 

0.1«^ 

5,259 

10.5^ 

15,941 

16.5^ 

3,519 

7.0< 

28 

- 

2.410 

AM 

1,381 

iM 

3,628 

1.2$ 

13,920 

14.4^ 

10,507 

21.1^ 

979 

1.0< 

1.384 

2.H 

90 

0.15b 

4,144 

8.3^ 

11.209 

11.0?i 
100.0^ 

16 

49.942 

. 

95.565 

100.0^ 

Hote:  The  inbound  column  includes  all  grain  brought  into  Kansas  City, 
a  large  uortion  of  which  was  purchased  by  and  delivered  to 
mills.  The  total  estimated  amount  of  grain  shipped  from 
Kansas  City  including  flour  reduced  to  bushels  of  wheat  on  the 
basis  of  4.6  bushels  to  the  barrel  and  1,600  bushels  of  wheat 
to  the  car  was  89,300  cars. 
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Hoad 
Alton 

A.T.  it  s.r. 
C.B.  &  ^. 
C.G.f. 

C.U.St.P.JP. 
C.R.I.  A  P. 

M.E.  &  T. 
Mo.  Pac. 
St.L.  &  S.7. 
Wa^sh 
U.P. 
Total 


TABLg  II 


Tabla  thowin^  somber  of  ears  dtllrared  to  railroad 
ownad  alayators  and  the  disposition  made  of  (July 
13th  to  Ao^st  28th,  InclusiTe,  1931) 


Cars  from  c^g  f^^      q^^^^ 

road            Cars                           Total  other      Available 

delivered      from        Cars  to        cars  roads        for  axn- 

to              road          other      unloaded  unloaded    loading 

RR  Owfiffd      to  own    RR  Oiraed      at  own  at  own      ftom  own 

glevators  ^levator  IClevators  glevator  Blevator    road  car^ 


-  -  -  1,500 
13,522  2.764  10,758  4,761 

1,165  79  1,086  2,188 

-  -  -  871 


4,532 


566 


3,966 


341 

3,255 

338 


15 

666 


326 

2,589 

338 


2,254 
2,448 
1,470 
2,135 
5.275 
472 
2,393 


1.600 

1,997 

2.109 

871 

1,882 
1,470 
2,120 
4,609 
472 
2,393 


1,997 

1.086 


1,882 


326 

2,589 

338 


2.614 


2.614 


25,767         4,090         21,677       25,767         21,677 


8,216 


Hote:     The  above  represents  38.0jt  of  the  total  for  the  year  1931  making 
total  of  last  column  21,626  on  that  basis. 

Hote:     Daring  the  year  1931,   the  Alton  brought  In  42  cars,   the  C.O.W. 

440,   the  CM.   St.P.  &  P.   50,   the  K.C.S.  28,   the  Wabash  90.     The 
source  of  information  from  which  the  above  was  taken  did  not 
show  the  receipts  of  these  roads  during  the  period  covered. 


Month 
January, 
Tebmary. 
March, 
ipril. 
May, 
Jane, 
July, 
Aognst, 
September, 
October, 
November, 
December, 
Total 


1931 


TASI£  III 


Grain  received  by  months 


Bushels 

Cars 

Percenta/ee 

11,228,000 

7,018 

7.3?; 

10,687.850 

6.680 

7.0< 

9,349.950 

0.044 

6.1^ 

8,641,900 

5,401 

5.6^ 

12,231,900 

7,645 

8.0^ 

10.657.400 

6.661 

7.0* 

42.563.600 

26.602 

27.8«( 

16,117,050 

10.073 

lo.ef, 

9,973.800 

6.234 

e.&jL 

8,167,500 

5.105 

D.<^> 

7.165.200 

4,478 

4.7)1 

6.158.300 

3.849 

4.1jt 

152.949.350       95.590 


100.04( 


Vote:     Bushels  are  redoced  to  cars  on  the  basis  of  1,600  bushels  per 
car. 
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TABLE  IT 


Outward  shipments  of  grain  from  Kansas  City 
railroad  owned  elevators,  year  1931 


Railroad 


Alton 


A.  T.  &  S.  T. 

C.  B.  it  Q. 

C.  G.  W. 

C.  U.  St.  p.  &  p. 

C.  B.  I.  A  P. 

JL*  w  •  S* 

H.  X.  A  T. 

Mo.  Pae. 

St.  L.  it   S.  P. 

WalMish 

Total 


Total 
cars 
forwarded 

Cars 
forwarded 
from  own 
elevator 

Cars 

forwarded 

from  other 

BR  owned 

elevators 

4,781 

1,817 

2,964 

3,721 

2,979 

742 

7,574 

4,683 

2.891 

2,858 

891 

1,967 

3,595 

1,897 

1,698 

6,963 

2,873 

4,090 

1,394 

494 

900 

2,679 

1,975 

704 

10,515 

6,980 

4,535 

1,829 

468 

1.367 

3.981 

2.076 

1.905 

49,890 


26,127 


23,763 


Bote:  U.  P.  and  I.  C.  C*.  C.  A  St.  J.  omitted  since  they  have  no 
•levators. 


Date  Due 

7M^ 

^ 

:3to'51 

7y 

(^7 

F^L'J'b^ 

^i^ 

1 

1 

1 

9 

I 


i 


NEH 


JAN  1 2199Si 
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